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ABSTRACT

Wnn Arny Cormunity Hospital (WACH), a nmenber of the Sout heast
Regi onal Medi cal Conmand, has experienced annual pharmacy budget
i ncreases of approximately 24 percent over the past 3 years. This
is aresult of several factors: (1) |ack of physician ownership of
t he pharnmacy budget, (2) |ack of neaningful econom c feedback and
phar macoecononic efforts, and (3) |ack of pharmacy/ provider
col | aboration. Wthout these attributes present at WACH, pharnmacy
expenses routinely exceed programmed budget estimates. Since this
situation is fairly representative of all nedical treatnent
facilities (MIFs), efforts in inproving the current situation at
WACH mi ght be beneficial and provide insight into the overal
probl em of pharmacy cost overruns plaguing the United States Arny
Medi cal Command ( MEDCOM) .

Thus, the situation at WACH was assessed. It was determ ned
that to instill prudent prescription practices at WACH, a
conpari son of WACH, and DoD facilities overall, would be rmade to

the private sector healthcare delivery systens—nost notably
cl osed panel Health Mintenance O gani zations (HVOs).
Essentially, the mlitary nodel would have to change its existing
paradigmto reflect as nuch of the private sector practices as
possible. The result was a decentralization of the pharnmacy
budget down to the service level. Mnthly reports by service as
wel | as by provider would constitute the econom c feedback. The
reports would take the formof straight-line budget status as well
as control charts depicting providers with outlying prescription
costs. Since this was a new program initially only average
prescription cost per provider and total nonthly cost per service
woul d be studied. Conparisons would be nade to the sanme nonth but
previous year, in order to renove any seasonality confoundi ng
vari abl es. The decentralized budget would be conprised of Fiscal
Year 1999 historical costs plussed up by a factor of 24 percent
(whi ch has been the average grow h through inflation and vol une of
WACH s prescription expenditures over the last 3 years).

In addition to the econom c feedback, the other conmponent to
provi der awareness was clinical education on a variety of
phar macoeconom c anal ysi s nethods. Al though not quantified, there
were a variety of clinical education efforts that origi nated
either fromspecialty providers (for the benefit of the nedica
body), the pharmacy, or fromthe researcher. Overall, efforts
centered on relative clinical efficacy differences as well as cost
di ff erences.

The results of the study indicate that there is a potenti al
benefit towards decentralizing of the budget, instituting provider
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owner shi p, and providing relevant feedback to be used to nodify
exi sting behavior. As each nonth of data was accunul ated, results
approached significance in both total overall cost as well as
total average cost. Although the research is a result of only 4
nont hs, the fact that the general trend was toward greater cost
cont ai nment suggests further research and nonitoring i s warranted.

5
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| NTRODUCT| ON

Backgr ound

Wnn Arny Community Hospital (WACH) is a nmediumsized Medica
Treatnent Facility (MIF) within the Sout heast Regi onal Medi cal
Command (SERMC). The facility provides healthcare in direct
support of the 3”’Infantry Di vi sion (Mechani zed) at Fort Stewart,
Ceorgia as well as all other eligible retirees and active duty
dependents. Wnn Arny Community Hospital and its higher
headquarters, SERMC, operate within the Departnent of Defense
(DoD) heal thcare systemcal |l ed TRI CARE.

TRI CARE i s the DoD nanaged heal t hcare program whose charter is
to provide conprehensive healthcare for all active duty personnel,
famly menbers, and retirees that fall within the DoD unbrella of
coverage. The TRICARE health systemis structured to allow
maxi mum choi ce and flexibility through the three separate coverage
options it offers---TRICARE Prinme, TRI CARE Extra, and TRI CARE
St andard, which are defined bel ow

TRICARE Prinme is an HMO- I i ke benefit plan where all care
received wthin an MIF is free of charge and beneficiaries have
first priority over other non-Prine beneficiaries. Al'l active
duty mlitary are automatically enrolled as a direct DoD benefit.

Dependents of active duty are required to enroll, but there is no
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enrollment fee. Retirees and their dependents may enroll with the
paynent of an annual fee which ranges from $230 to $460 dependi ng
upon the nunber of eligible beneficiaries. Each TRI CARE Prine
beneficiary is assigned to a Primary Care Manager (PCM who serves
as the primary coordinator for all care the beneficiary receives.
Heal t hcare derived out of the network of MIFs is considered at the
Poi nt of Service (POS) and usually incurs co-paynents and
deducti bles. Beneficiaries who receive healthcare out of the
network for approved energencies are not charged additional fees.

TRI CARE Extra- This option of the TRI CARE coverage allows nore
choice for nore cost to all beneficiaries other than active duty
personnel . Al though there is no enrollnent fee required,
heal t hcare derived out of the MIF requires co-paynents and
deducti bl es. However, healthcare received within the network of
approved TRICARE providers is at a | ower cost than that received
outside the network. As a result, TRI CARE Extra beneficiaries are
offered care in the MIF on a space-avail abl e basis at no charge.
This option allows nore freedom of choice, but not as nmuch as
TRI CARE Standard. This option is equivalent to enrolling in a
Preferred Provider Organizations (PPO in the private sector.

TRI CARE St andard- This TRICARE option is for those (other than
active duty) eligible beneficiaries who desire the nmaxi mum choice

and are willing to pay nore for that freedom TRI CARE Standard
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does not require enroll nent and care may be sought outside of the
TRI CARE networ k of providers. Consequently, TRI CARE Standard
beneficiaries are only eligible for care in an MIF on a space-
avai l abl e basis free of charge. However, maxi num al |l owabl e rates
are preset and were previously known as the Cvilian Health and
Medi cal Program of the Uniformed Services (CHAMPUS) rates. Costs
i ncurred above this |evel are the responsibility of the
beneficiary. This option is nost |ike the Point of Service (POS)

option in many private sector healthcare plans.

The TRI CARE heal t hcare system all ows the user to seek their own

bal ance between freedom and cost as illustrated bel ow

-1 » O O

FREEDOM CF CHO CE

Pri me Extra Standard
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The workload at WACH is consistent with that of simlar
facilities in support of a young active duty divisional
popul ati on. The average daily census for the facility is usually
bet ween 25-30. The active duty soldier population is
approxi mately 20,000. The actual breakdown of the catchnent area
el igible beneficiaries shown bel ow depicts a nodest increase in

the total number of healthcare beneficiaries over the past 2

9

years.
Beneficiary Status FY 98 FY 99
Active Duty 19, 690 19, 948
Active Duty Dependents 30, 167 30, 440
Non Active Duty Dependents 19, 316 20, 332
TOTALS 69,173 70, 720

The annual operating budget of $41.68 million is nonitored in the
sanme manner as other DoD nedical facilities. The facility is
staffed at 887, of which there are 54 mlitary and 19 civilian
heal t hcare providers, respectively.

There are many conpl ex chal |l enges faced every day at WACH.
Al t hough they are no different than any other MIF, they include

managi ng a di chot onous work force of civilians, contractors, and
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mlitary. The WACH | eadership is held accountable for a finite
budget that is legislated through a conplicated political system
that allows little roomfor maneuvering or discretionary
operations. The | eadership, for exanple, nust bal ance the DoD
heal t hcare m ssion while nmaintaining the readiness of its soldiers
and experiencing a high turnover of its personnel.

Al t hough these nmany chal |l enges are net successfully at WACH,
one of the recurring problemareas is the facility' s budget. Wnn
Arny Comrunity Hospital is not budgeted for increases conmensurate
with the inflationary rate. Each year, either the loss in buying
power due to inflation, unfinanced requirenents, or an increase in
cat chnment area popul ation places WACH s | eadership in a quandary
where it nust strategically select and bal ance its resources
bet ween upgradi ng patient care capabilities and maintaining the
facility infrastructure. Since there is little roomto maneuver
and |l ess local autonony than in simlar civilian organizations,
WACH nmust look internally to manage its resources in a way that
allows the maxinumflexibility to deal and cope wth events
outside its span of control

Consequently, WACH s | eadership nmust use its managerial skills
and get the biggest “bang” for any “venture capital” invested in
system w de process inprovenents. The intent is for the “venture

capital” to ultimately produce | ong-term savings to be used for
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i nprovenents in other areas of the delivery system Since the
WACH s pharnmaceutical expenses consune one-sixth of the budget,
one obvious way is to look at how to inprove the Pharnmacy’s
oper ation.

The pharmacy budget, other than civilian and mlitary
conpensation, which are fixed costs to the facility, is the single
| argest cost center and was budgeted at $6.5 mllion in Fiscal
Year (FY) 1999. This area repeatedly experiences cost overruns;
however, it affords the best single opportunity for resource
savi ngs, which can be used in other areas to inprove patient care.
Si nce the pharmacy annual |y exceeds its programed budget, its
affairs affect the entire hospital and often make a difficult
situation untenable, requiring resources originally targeted for
ot her areas to be used to cover the pharmacy’s overruns.

Mor eover, while many of WACH s costs are fixed, the pharmacy is
not. Effective nmanagenent of the pharmacy is the best
opportunity to inprove healthcare delivery since increnental

i mprovenent on a small scale could save the facility nore than
| arge i nprovenent in every other area of the hospital

Typical of all other DoD nedical facilities, the pharmacy is
the | argest “cost center” of the facility. There are two
conponents to the pharmacy budget increases — inflation and

vol une. Budgets, historically, have grown 11-14 percent for
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inflation annually and are projected to grow simlarly this year
at WACH and t hroughout DoD, according to the regional pharnacy
chiefs that were polled. The second conponent to this growh,
volunme, is the increase of the pharmacy budget due to increases in
total nunber of prescriptions. Currently, the growh due to
volume is projected to be approxi mately 10 percent.

When considering both inflation and cost, the delta between
programmed pharmacy budget and actual rates of inflation and
growh is projected to be 19-24 percent in FY 00. This is a
probl em t hat cannot be ignored. Cost overruns are the normin the
pharmacy, and each year there is a chance for the actual expense
to eclipse the programmed budget in excess of 25 percent. At the
cl ose of FY 99, the WACH | eadershi p was confronted with a pharnacy
cost overrun of nearly $700,000. Although this is a large
problem it also represents the biggest potential for appreciable
i mprovenent due to the shear nunbers di scussed above.

Hi storically, the WACH pharmacy expenditures illustrate the

excessive growmh due to inflation and vol une increases:

Year FY 96 FY 97 FY 98 FY 99
Expenditure(ln MI1lions) 3.89 4. 34 5.72 7.4
| ncrease 12% 32% 29%

The average of the three year’s worth of growth is 24 percent.
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Currently, the WACH pharnacy is managed in the sane
centralized manner as all DoD budgets with a majority of the
burden and ownership born by the pharmacy staff. As mandated by
the Joint Conm ssion for the Accreditation for Healthcare
Organi zations (JCAHO), there are both the Pharmacy and
Therapeutics (P&T) commttee and the Fornulary Conm ttee that
assist in sonetinmes tinely and judicious fornul ary deci si ons.
Unfortunately, the WACH pharmacy is truly a self-contained island
where providers wite prescriptions wthout awareness of the cost,
awar eness of prescription alternatives, and w thout incentive to
change the existing paradigm This, coupled with the fact that
the pharmacy nmust fill prescriptions witten by network and/or
suppl enentary care providers, increases the likelihood that the
pharmacy will shatter its budget by a probability of 1.0. It is

this study’s intent to look at creating a better systemthat wll:

1. Assist the Pharmacy Chief in nmanaging the budget with no
cost overages.

2. Inprove, or at |east not degrade, healthcare outcones in
t he process of changing the current pharmacy process and
procedures.

3. Inprove staff/provider satisfaction to achieve “buy-in” to

a new cul tural climmte.
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4. Use sone savings achieved to i nprove the Pharmacy’s
capabilities.
5. Achieve a systemthat is on a par with successful civilian

counterparts.

The Current Systens of Provider Accountability and Uilization

Managenent

Profiling of nost relevant utilization neasures occurs in the
DoD Medical System Each facility within DoD has in place a
Utilization Conmttee which is charged with nonitoring
procedures, tests, clinic visits, surgeries, X-Rays, and Length of
Stay (LOS) statistics to nane just a few Indeed, this is a
function and an outgrowth of JCAHO, and thus it is mandated. The
Utilization Managenent (UM staffs conduct nonthly neetings
usual ly for only departnent chiefs. |In these neetings, the UM
staffs display the quantitative netric neasurenents that are
sel ected and provided by the departnents thenselves. As a result,
there is both a lack of objectivity and rel evance to many of these
reports. They are viewed by nmany as a val uel ess endeavor. This
system of provider profiling/nmonitoring is slowy inproving as the

first stages of the new outcones nonitoring system Oyx, are
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already in place at WACH. Oryx i s another JCAHO requirenent that
has potential to add UM value. Best of all is the fact that al
data is collected by third party auditors. However, its potential
for benefit has not been truly realized.

In the private sector, UM has nore of an inportance due to
economc realities. Specifically, the Mdicare/ Medicaid
prospective rei mbursenent schedule affords little deviation from
nati onal guidelines for disease managenent. The result of these
efforts, depending on the focus of the facility, is a
“standardi zing” or “normalizing” of all neasures with respect to
the normal distribution of providers. OQutliers are addressed to
determine if profiling or pathway deviations are justified. Many
private consultant groups nmake a consi derable profit assisting
facilities in this way. lameter, for exanple, is one such
conpany. laneter is a for-profit consultant group, based in
California, that provides many civilian hospitals with the expert
nmonitoring capabilities needed to effectively manage a UM effort
whi ch includes, anong ot her areas, the pharnmacy. |aneter has
devi sed a case-m x adjustnent tool that can conpare popul ati ons of
patients and their severity of illness to determne if outliers on
the UMreports are treating sicker patients. The cost of such an
enterprise to a facility can be as much as $30,000 a year. The

resultant savings in all discretional ancillary services,
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especially in this era of increasing nanaged care proliferation,
can justify such an expense in the first nonth.

In the DoD, we do not go to such lengths. Currently, the
SERMC staff is developing a simlar tool to aid the effectiveness
of enpanelnent. This tool will allow neaningful conparisons and
nmonitoring of each MIF' s providers as a function of their
enpanel ed popul ation. This system called Provider Perspectives,
is ajoint venture with Vector Research institute (VRI) and has
been nmet with successful results in two beta test sites. It is
expected to be inplenented at WACH in early Decenber 1999. Wet her
this will beconme a DoD standard adopted by all the Services
remai ns sonething to be determ ned. However, the results at the
beta test sites at Medical Activity (MEDDAC), Fort Benni ng and
Ei senhower Arny Medi cal Center (EAMC) at Fort Gordon are
prom sing. Consequently, this appears to be a nmethod of inproving
the DoD s current system of enpanel nent because of its use of
case-m x adj ustments which inprove provider buy-in. This aspect
coupled with its sound net hodol ogy serves to decrease the provider
criticisns of the “bean-counter” nonitoring and unfair conparisons
due to popul ation severity differences that are wi dely preval ent.

Al t hough there is a current UM systemin place in the DoD and
at WACH for nmany different clinical areas, there is one critica

area that is nomnally represented at best and in many cases
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ignored. This is the area of pharmaceutical s—+he prescriptions
witten and the expenditures incurred by providers. Al
facilities have the Pharnmacy and Therapeutics conmttee and the
Formul ary Conm ttee which select the drugs that potentially could
be added to or deleted fromeach facility's formulary. There are
vari ed pharmacoeconom ¢ factors presented for each drug. Many
tinmes, the drug selection is a function of the outcry by the |ocal
beneficiaries, the persuasiveness of the pharmaceutica
representatives who present their “data” on the drug, and the
political and persuasive acunen of the interested providers. The
provi ders do not have cost and outcomes data avail able. |ndeed,
the providers are wholly unaware of drug costs or drug
alternatives. Providers make decisions and recomendati ons
wi t hout access to the types of information that is available to
private sector HMO providers, who invest noney for cost-effective
and outcones-oriented drug choices. Because many of the decisions
are nmade on prospective events and because the DoD facilities are
not staffed sufficiently with pharmaceutical educators, the
out come of such decisions are often not taken into consideration.
In contrast, many large civilian HVOs nmake use of abundant
data that is collected regarding treatnment effects of different
drugs, outcones associated with these, prospective analysis of new

drugs and their corresponding potential benefit to a patient. The
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pharmaci st can record treatnent and provider rationale. The
results are reported on high cost providers or new and unproven
drugs that are considered for fornulary adoption. This type of
drug informatic systemis avail able to nake judicious and inforned
choi ces that bal ance treatnment and cost. (Miutnick, 1997) In fact,
the novenent in the private sector is toward further refinenent of
the formul ary deci si on-maki ng process. The use of statistical

anal ysis software is the standard. Wth this software, formulary
analysis will not lie exclusively on one drug, but rather on
periodic review of a famly of simlar drugs. For exanple, a new
drug will be eval uated under current practices of pharnmacoeconom c
anal ysis, but the other existing and simlar drugs wll be

eval uated in areas of treatnent efficacy and cost. The data
capabilities that exist in nost HMOs all ow conparisons to be nmade
on the total cost of the drug for treatnment, instead of just the
per unit dosage cost. This conparison along wth the treatnent
efficacy allow fornul ary deci si on-nakers to essentially conduct
expected val ue analysis (Schechter, 1993). It is interesting to
note that in many industrialized nations, even those with

predom nantly fee-for-service markets, objective pharnmacoenconom c
analysis in this manner has been standard practice for nmany years
(Johnson, 1994.)

Providers at the MIF | evel nmake decisions on drug utilization
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wi t hout respect to cost or outcones. In many interviews during
the course of this research, providers stated that prescription
habits are | earned behavi or usually acquired during residency and
perpetuated indefinitely thereafter. One study showed t hat

bet ween 1981-1988, there were 348 new drugs introduced by drug
conpanies. O these, 83 percent provided little or no therapeutic
effect (Smth, G 1996). Thus, habits incurred with regard to the
use of these drugs would not result in better outcones but would
result in higher aggregate cost. Providers rely on pharmaceuti cal
representatives for a majority of their education. Therefore,
pharmacy nust provide education that is both unbiased and
accurate. In a system where education of providers is not
stressed, nore of this ad hoc and bi ased education will occur and
result in needl ess costs of enornous magnitude.

In many civilian facilities, accurate education and experience
is incorporated clinical protocols produced by the pharmacy in
many civilian facilities where cost and treatnent are issues and
budget excesses are not tolerated (Foss, 1999). Wth respect to
DoD providers, there is no know edge of the cost of
pharmaceuticals and little in the way of formal efforts directed
toward provi der education. Essentially this is due to the |ack of
owner shi p of the pharnacy budget anmong providers and no phil osophy

of better nedicine through judicious study and choice in the DoD.
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One cause of this is the critical difference DoD pharmnaci es
have fromcivilian hospital pharmacies--the requirenent to fil
all prescriptions for all DoD beneficiaries whether they are
TRICARE Prime or not. This effort alone anbunts to some $2.4
mllion of unmanageabl e costs at WACH. In the era of HMO
saturation, the DoD has paralleled civilian HVMOs through its
i npl ementation of TRICARE. TRICARE Prinme beneficiaries have very
simlar benefits to beneficiaries of civilian HM>s. 1In these
cases, civilian HMOs fill only those prescriptions that cone from
their HMO providers and no ot hers.

In the DoD, Supplenental Care providers (providers outside
the MIF who agree to see TRICARE Extra and TRI CARE St andard
beneficiaries) see DoD beneficiaries and give prescriptions
wi t hout consideration to DoD pharmacy budgets. This group of
provi ders are not under the control of WACH s | eadership. This is
a significant difference fromcivilian counterparts and can result
in 40 percent of overall pharnmacy expenditures. It is interesting
to note that while our DoD beneficiaries incur co-paynments and
deducti bles to go outside of our “HMJ to reduce noral hazard,
they are not incurred with respect to pharnaceuticals. |ndeed,
many DoD beneficiaries refer to this phenonenon as “the | ast
‘“true’ DoD benefit.”

A second very inportant reason |lies within our span of control
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under the current setting--our own providers’ prescription habits.
Currently, there is no system whereby providers receive any type
of econom c feedback. Decisions on prescriptions are made based
on prior habit, current pharnaceutical representative education,
whi ch may be suspect due to selfish financial notives, and patient
outcry. Specifically, one provider reveal ed during ny research
that patients “feel” better if they receive a prescription even if
one is not clinically warranted. Furthernore, a provider’s tine
with a patient can be significantly reduced if some sort of
pharmaceutical is issued. This is also prevalent in the private
sector. However, providers are confronted with ongoi ng educati on
which is ainmed at successful exchanges of information with
patients. Providers are urged to explain that in many cases that
a prescription in not warranted, and in the case of antibiotic
usage could potentially result in a deleterious effect (Marcy,
1999). However, many providers still feel that the arguing

bet ween patient and provider is inversely related to prescription
i ssue and succunb to patient pressure. Health maintenance

organi zations that incorporate the use of cost awareness and track
treatnment efficacy such as Lovel ace and Kai ser Pernanente have
saved t housands on disease treatnents. Data and cost awareness in
chroni c di seases can save thousands and can reduce the cost per

patient per visit by tens of dollars (McNtt, 1998).
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The result of these poor prescribing habits is that the $6.5
mllion projected budget for the pharmacy in FY 99 was actually
$7.2 mllion or approxinmately 16 percent of the total $41.68
mllion for the entire facility and its outlying clinics.
Staggeringly, this is nore than double the 7.5 percent spent by
private sector HM>s in the sane situation and the 8 percent for
the entire healthcare industry (Smth, G 1996). In another
report, all managed care organi zations are projected to experience
drug increases of 10-12 percent (Mehl, 1999). dCearly an
indication that there is a significant and needl ess outl ay of
preci ous DoD resources that could otherw se be spent increasing

access to the systemor inproving the healthcare infrastructure.

STATEMENT OF THE PROBLEM AND THE QUESTI ONS

Phar macy costs exceed the programed budget every year in the
DoD heal thcare system The situation at WACH i s no exception.
The problem and ultimately its solution, lies within the system
design. The current systemis not dynamc; rather it is static
based on historical precedent established and rooted i n managenent
practices rem niscent of the 1950s. As DoD healthcare is
under goi ng revol utionary change and its entire phil osophy of the

heal t hcare busi ness ethic changes, the practice of running a
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pharmacy currently does not.

The current system does not incorporate three very inportant
aspects into its approach. The first two deal specifically with
the provider nonitoring and accountability. First, there is no
owner shi p and/ or accountability assigned to the entities that
actually control the pharnmacy--the providers. Moreover, the
providers are not afforded entry into the system Secondly, the
current systemis nmyopic. It |ooks within the auspices of the
pharmacy for the solution. Thus, the problemis: How can the
pharmacy system change its nethodol ogy in an adaptive way to sol ve
the probl em of cost exceedi ng the budget?

The third lies with the pharmacy’ s non-interactive approach to
drug nmanagenment. Currently at WACH, there is no systematic
del i neati on of pharnmacy priorities. Pharmacists are caught in
several different struggles. First, they are short staffed and
forced to channel their efforts into the short-termgratification
requi renents of the hospital —anely to fill prescriptions as fast
as possible to reduce the patient perceptions of sub-optinmal care.
Secondly, they are caught in a struggle to conserve resources
while at the sane tine bearing criticismfrom providers who
perceive their actions as counter to their efforts of treating the
patients. Oten, providers accuse the pharnmacy as just being

interested in cost over treatnent rather than bal anci ng treat nment
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effects with pharmacoeconom c facts. Rupp argues that pharnacists
are caught in a quagmre of either attenpting to save noney on
prescriptions or save noney on overall treatnent of the second
order effects associated with treatnent choices (Rupp, 1999). 1In
WACH s case, this is a valid concern. There is no system of

col | aborati on between providers and the pharnmacy, and each is
antagonistic. This inevitably results in the patient caught in
the m ddle, volleyed back and forth between provider and
pharmaci st. Rupp argues for mutual collaboration--a directiona
phi | osophy based on pharmacy invol venent in patient care. Studies
illustrate that when providers educate and consult with the

phar macy, and pharnmaci sts are proactive in educating providers on
various treatnent effects and their cost, patients experience
better outcones at reduced cost (Boyko, 1997).

In order to establish the franework of an econonically viable
pharmacy, a nethodol ogy and t hought process nust be determ ned.
Specifically, who has successfully bridged the delta between the
fiscal irresponsibility that retrospective paynent and a | ack of
anal ysis that characterized 1970s fromthe cost conscious and
out cone based systens we find today? Wo has created and
i npl enmented a successful pharnmacy systemthat hol ds providers
account abl e for budgetary excesses, while incorporating clinical

educati on, cost awareness, and outconmes managenent? Are we at
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WACH in a position to incorporate successful business strategies
in dealing with the pharmacy di |l emma? Consequently, effort will be
focused at this juncture on identifying the critical factors that

w Il shape the proposal or the “renedy”:

1. Determining the simlarities wwth respect to our civilian
counterparts--Are there sufficient |ikenesses to justify
instituting a parallel systenf

2. Determining the elenents to a successful program

3. O these elenents determ ne which may be adapted to WACH.

4. Determ ning which have to be discarded as a result of the
limtations of the DoD healthcare.

5. The devel opnment of a tineline for actual inplenentation of an
econom ¢ feedback program

6. The determination of potential criticisns for such research
fromproviders (those affected) that could underm ne or reduce the
efficacy of such an effort.

7. The creation of proper outcones neasurenents to determne if
this project could be successful in reducing costs and keepi ng
outconmes at their current |evel or elevated and whether the

results at WACH coul d successfully be inplemented DoD w de.

The issues identified above will formthe basis for the
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necessary research required to achieve these ains. The literature
review required to address these principle issues provides answers
to the questions above and will culmnate in the “renedy” taken or
proposed solution. To date, such an effort has not been nmade in

any DoD facility.

LI TERATURE REVI EW

There is an abundance of information and literature on the
subj ect of pharnmacy budgetary control, successful prograns,
provi der ownership and accountability with respect to their
prescription practices, provider nonitoring, and outcones studi es.
Thus, a review of the literature provides a perfect blueprint on
how to construct a viable alternative to the current paradi gm
However, these initiatives lie conpletely within the private
sector. For the purposes of this research, conparisons and
contrasts between the DoD heal thcare franmework and the salient
private sector counterpart, the HMO with be delineated. There are
two areas to be addressed. First, is the DoD sufficiently simlar
to organi zations that are currently engagi ng i n successf ul
out cones-oriented cost control? Second, are any differences
potentials for systemfailure at WACH? Following this

exam nation, the study will address each critical elenment of the
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successful processes and illustrate how each shoul d be

i ncorporated into a conprehensive plan for inplenentation.

Simlarities between DoD and civilian counterparts

Currently, the DoD TRI CARE plan bears significant simlarity
to the civilian systens in HMO derived nedical care. First and
nost central to this research is the grow ng influence of the
pharmacy. Both civilian HM>s and all DoD MIFs have in place a
centralized formulary. A 1995 survey showed that 97 percent of
all HM3s had a centralized formulary (Smth, G 1996).

Wthin an HMO, there exists enpanel nent of an enrolled
popul ation. In many DoD medical activities, there is novenent
toward enpanel nent, and i ndeed, WACH provi ders have been directed
to do so. Throughout the DoD, the novenent is being undertaken as
beneficiaries are directed toward primary care providers for their
primary care managenent. Monetary penalties are present for those
beneficiaries that seek nmedical care outside the |ist of HMO
provi ders. Health maintenance organizations are a literal
dat abase and storehouse of nedical treatnment data that is used to
enhance deci si on-naking capability with regard to fiscally sound
nmedi cal managenent. Qur DoD facilities also have data collection

activities, but not on the sane scale. Moreover, DoD systens are
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generally proprietary and are | ess adaptable as infornmational
requi renents change (Meyer, 1998).

Additionally, the DoD and the civilian HM3s al so enpl oy the
use of hospital fornmularies, which are standardi zed drug lists
avail able for prescription-witing by the staff providers. There
are three types of fornularies commonly used anobng private sector
HMOs. The closed formulary is the nost restrictive form whereby
only those drugs cited on the formulary are reinbursed or covered
by the HMO. Currently, the list of healthcare organizations
adopting the closed formulary has increased from23.9 percent in
1995 to 39.1 percent in 1998 (Mehl, 1999). The open formul ary,
whi ch 57 percent of HMOs enpl oy, has generally nore options for
the beneficiary. |If the formulary does not contain a desired
drug, cost sharing between the HMO and the beneficiary occurs
t hrough co-paynments and deductibles. The third is a hybrid of the
two where coverage goes beyond the fornmulary through the use of
co- paynents and deducti bl es, but sone classes of drugs are
conpletely elimnated (Smth, G 1996). The DoD system overall is
nmost simlar to the closed fornmulary, but it allows each facility
staff the freedomto tailor its respective fornulary by adding
addi tional pharmaceuticals. Departnent of Defense beneficiaries
are only eligible for those pharmaceuticals that are listed on

their servicing MIF formulary, but MIF fornul aries may vary.
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Finally, the ability to collect and nanage data in both
settings is simlar. Both the DoD and simlar HVM>s are
essentially repositories for data collection. Both systens have
in place solid automation plans and infrastructure to support data
collection on a | arge perspective. This data is essential to
sound busi ness decisions. Mninmal inprovenent in certain areas
such as a pharmacy centralized budget (DoD) or a pharmacy benefits
package (HMO) can still save mllions of healthcare dollars that
can be redirected to other areas. Data collection and trend
anal ysi s makes prudent deci sions possible. According to one
article, data and the use of information technol ogy enhances the
quality of care, facilitates accountability, and it provides for

cost containnent in the process (Fel key, 1997).

The Differences

Cvilian HMOs have greater influence and control over the
utilization practices of their providers. Health naintenance
organi zations create incentives to further direct and shape
provi der behavior in a manner best suited for the economc
survival of the HMO as well as the patient satisfaction |evels
with respect to care received. Essentially, they have determ ned

the point whereby care/beneficiary satisfaction is bal anced
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agai nst cost. Conversely, disincentives also exist for providers
not neeting the expectations of private sector HM3Xs. Fully 46
percent of all providers with prescription authority are in “risk
pools.” Providers who assune financial risk and/or share in
econoni ¢ i ncentives advocate pharnmacy education that includes
“cost-effectiveness and appropriate therapeutic practice..” (Mhl
1999). Fornul ary decisions are nade based on detail ed data on
their cost and treatnent efficacy. Providers are “graded’” and
econonmi cally credentialed with respect to their prescription
habits, productivity, and nedi cal outcones. Wen providers becone
st akehol ders in the pharnmacy equation, they becone energized and
seek out drug information.

Most inportant and contrary to the DoD phil osophy, our
counterparts have nmade the decision to adequately resource these
programs. Moreover, there is concerted effort to | ook at the
“systenf as a whole within the vertically integrated delivery
systens. Specifically, there is also a nonitoring of the “second
order effects.” Private sector HMOs bal ance the treatnent
efficacy of a drug and its cost with the potential for increased
pressures at other ends of the system The key difference is that
private sector HM>s | ook at pharnoceconom ¢ analysis with respect
to total prescription cost, patient outcones, and total system

cost. This is done through education and study with econom c
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feedback as the key (Lubarsky, 1997).

Lovel ace Heal thcare systens is an exanple of just such a
successful effort. They nmade a decision to increase the nunber of
patients di agnosed with depression fromtheir enroll ee popul ati on.
They then nade the decision to treat with Prozac, a drug nore
expensi ve than other options. As a result, they increased their
phar maceuti cal expenses in one area, but reduced the nunber of
adm ssions for in-patient psychiatry stays. The end result was
$300/ Prozac regi men per nonth vs. an increase in $1000/ day
inpatient visits for depression (Advisory Board, 1995). 1In
anot her study, it was found that starting with a nore expensive
set of drugs for gastro-esophageal illnesses resulted in better
clinical outcones that were initially associated with higher
pharmaceuti cal cost but reduced the second order effects--in this
case referrals, outpatient visits, endoscopies, and X-rays
(Eggl eston, 1998).

More inportantly, the private sector has found that
prescription habits of providers are a function of education. In
such cases, a provider taking the “shotgun” approach to nedicine
may prescribe nore nedications or nore expensive nedications than
the situation warrants. Non-dermatol ogi sts, for exanple, have
been found to prescribe nmuch nore costly drugs with no better or

wor se out cones than dermatol ogists (Smth, 1998). Using a
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phar nocoeconomn ¢ anal ysis produced simlar results internationally
intreating tinea infections (Shear, 1998).

In the private sector, pharmacy | eadership al so devel op
phar maceuti cal pathways. Such pathways illustrate the variance in
the initial baseline for treatnents. 1In one case, a hal operidol
was the wi dely accepted drug of choice in the treatnent of
refractory schi zophrenia. However, a newer drug called cl ozapi ne
had better outcones and was $2, 733 cheaper per patient per year
than hal operidol. Cost savings in the facility that conducted the
phar noecononi ¢ anal ysis reached nearly $500, 000 per year
(Rosenheck, 1998). 1In one case, the better drug was nore
expensive. In the other the better drug was | ess expensive. In
bot h cases outcones were the deciding factor based on the specific
phar macy expense as well as the second order effects fromthe
nmeasures of acuity. Data collection is essential in these efforts
and represents a way to capture the best ways to practice cost-
ef fective nmedicine. Successes in this area are determ ned through
treatment and cost analysis and are often incorporated into
clinical pathways (Mitnick, 1997).

In all cases the institution of education into the equation is
paramount. In large facilities, both for-profit and non-profit,
studi es found that a drug educator found a significant nunber of

i nappropriate prescriptions issued. In a study conducted within
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t he Phil adel phia Veterans Hospital, the researcher found that
after a physician educator provided nunerous |ectures, the
prescription rate of prothronbin dropped 31 percent. This was a
drug identified as an abused drug with no proof of better
out cones. The providers, confronted with this data, changed their
prescri bi ng behavi or (Shul kin, 1994).

The use of the hospital fornulary anong our private sector
counterparts is al so sonewhat divergent to the DoD system Smth

states that:

A formul ary shoul d assist the physician in choosing
cost-effective therapeutic agents for their patients.
A formulary can be viewed as a list of drugs that are
the only agents paid for by a particular health plan
or alist of preferred products to use when
prescribing a drug for a plan nenber. Formnularies
continue to evolve and are becom ng educational tools
as well as a list of approved drugs. The fornul ary
docunent is not intended to deci de when drug therapy
should be initiated; rather the fornulary hel ps the
provi der nmake an infornmed treatnent choice for the
patient after the physician chooses a route of

treatnment (Smth, 1996).

33
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The formulary is established as a tool for education. |Indeed, it
is a formof pharmaceutical education in nost of the 97 percent of
all private sector HMOs who use it, resulting in curbing the
“creep” effect of rising drug costs in a capitated world. The
savings is undoubtedly “returned” in part to providers as
incentive for further savings. The remainder is used to provide
qual ity healthcare at an affordable cost. It is also inportant to
note that the formulary, being one conponent of the clinical
education, is neant to provide the resources for nost efficacious
treatnment. Yet a fornulary that results from prudent

phar macol ogi cal deci sions can al so break sone ineffective provider
prescription habits. Al though Smth could be construed by critics
as “idealistic,” his publication represents the beliefs of many
who put this philosophy into action.

In conducting sone of the research for this effort, “polling”
anong the providers served the purpose of reconciling policy with
practice. Certainly, the DoD healthcare system does not enpl oy
the forrmulary as a managenent tool to serve as an algorithmor a
tenpl ate for nost pharmacy decisions. Instead, it is viewed by as
an additional constraint placed on their ability to deliver
heal t hcar e.

Currently, the PharnmacoEconom c Center (PEC) is the sole

effort in place wwthin the DoD to provide MIF pharmacy chiefs with
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a decision-making tool. Located in San Antonio and staffed at
approxi mately 12 pharmacol ogi sts, the PEC provi des nonthly updates
inits publication. These updates range from drug and cost

conpari son to new PEC bul k-buying initiatives with nmajor drug
conpanies. Small MIFs, such as WACH, use this publication as
their pharmacol ogy effort. Sonme may argue that the PEC updates
provide MIFs with the ability to make credi ble formul ary
decisions. Unfortunately, however well intentioned, these efforts
are neither germane nor tinely for the daily drug decisions nade
by providers. Consequently, the formulary decision process at WACH
is met with provider apathy and absenteeism Mich of the provider
aninosity and m sunderstanding is deflected towards patients and
the pharnmacy at the | ocal |evel.

What little current research outside of the PEC, undertaken by
the DoD, is sponsored from private sector pharnmaceutical conpany
grants. Such a study, recently conducted at the Brenerton Naval
Hospital and sponsored by Pfizer, reveal ed conversion in the
forrmulary for one particular drug resulted in 29 percent cost
savings w thout degradation in health status. Yet the publication
clearly stated that the views expressed were not necessarily those
of the DoD (Leaf, 1999).

The nmethods used to nmonitor providers within the private

sector are extrenely varied. Sone facilities use the per nenber
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per nonth costs broken down into pharmaceutical expenditure
categories. Some organi zations use averages (or a derivation
thereof) of the 1CD-9 and DRG pharmaceutical costs which are
tracked by di sease or by provider (Advisory Board, 1995). Sone
use protocols and clinical pathways that nonitor the
pharmaceuti cal expenses wthin the systemof healthcare for a
speci fic disease state (Kirsch, 1998). Still others use the above
tool s but “benchmark” against other leading facilities by using
nat i onal dat abases such as JCAHO s Oryx system (Knoer, 1999). The
results are considered a conponent of the education that

pharmaceuti cal educators provide to their clinicians.

The critical elenments of successful systens which can be adapted

to WACH

The critical elenments identified in the literature for the
econom ¢ feedback to work are provider cost awareness, providers,
i ncentives, and ongoi ng provider education with respect to
different drug choices. The education provided on alternative drug
choi ces can vary and often does based on the resources and the
| evel of commtnent of the facility. Each of these has sub-
topi cs that depend and vary based on the facility/healthcare

systemas well as the disease-state or notivation. The critical
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nmessage is that the program shoul d have these el enents. Each
el ement described bel ow represents key consi derations that have
been addressed in successful pharmacy cost-contai nment prograns.
Thus, they are the sem nal el enents, which should be considered
and i ncluded in any new pharmacy systeminpl enented in the DoD.
The resul tant savings and benefit to the patient are a function of
an inclusion of these elenents and the magnitude of effort
expended.

Shul ki n el aborates that the key factors in drug use
nodi fications are elenents of acuity, outcones, and cost. They

woul d vary dependi ng on the di sease-state being studi ed, but nmany

of them overlap regardl ess of the situation. In his case they
wer e:

Length of Stay Physi ci an Fees

Laboratory tests Dosage changes

X-rays Adver se events

Direct drug costs Ancil l ary services

There is a great overlap between what this researcher intends to
i npl enment and this approach. Additionally in both studies, there
is great enphasis on the second order effects--those effects of

the drug treatnment that could adversely effect other areas of the
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hospital such as: additional |lab tests, length of stay within the
hospital as a result of ineffective treatnent, and x-rays. In
this study, Shulkin even quantified the dosage changes to be $5-3%6
based on the tine-notion studies (Shul kin, 1994).

Shul ki n argues for pharmacy coll aboration with the provider
and cost awareness for a programto be successful. By telling the
provi ders what drugs cost, there can be some behavi or
nodi fication. One study unrelated to pharmacy showed t hat
physi ci ans, when provided with information on the cost of |ab
tests, tend to order fewer |ab tests (Cumm ngs, 1982).

It is inmportant to note that the facility had to invest in
this strategy in order to get results. Wthout education the
ef fect of cost awareness is |lessened. It is one thing to convey
to providers that “costs” are too high given their patient
popul ati on, but w thout recommended strategies for change, there
will not be as profound a result. On this sane note, the
Cleveland Cdinic Foundation, a 1170-bed tertiary facility,
recogni zed that drug costs were increasing at a rate of 20 percent
per year. They decided to invest in a full-scale pharnobceconom c
cell which was responsible for all education, fornmulary economc
anal ysi s, and econom c feedback to providers. This cell either
conducted or contracted studies on the efficacy of treatnent of

their top five used drugs which accounted for nearly $16 mllion
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of a $30 million budget. Wile still concerned with outcomes and
second order effects, they were able to achieve sizable savings in
addition to better treatnent. They broke down their base

consi derations into:

Pati ent Qutcones Total Treatnent Costs
Li f e- Deat h Direct Costs

No di sease-di sease Faci |l i ty/ Hot el

No di sconfort-disconfort Heal t h Prof essional s
Patient satisfaction Drug Product

Di spensi ng/ adm ni stration
Moni t ori ng

Di agnosti cs

I ndirect costs

Lost work/productivity

(Bakst, 1995).

In yet another publication, Gary Smth proposes a nore

sinplified al though enconpassi ng nodel of:

D sease state nmanagenent

Drug utilization review
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Fi nanci al reporting

For mul ary Managemnent

Anot her techni que that incorporates both econom c and
educational elenments as one feedback instrunent is the adaptation
of the Pareto principle fromthe Total Quality Managenent (TQV
discipline to the facility. Thi s approach sinply identifies
statistical outliers within the system Under the Pareto
net hodol ogy, the relevant indicators are displayed graphically.
In the case of pharmaceutical expenditures, the private sector
uses a variety of indicators either alone or in conbination with
one another. The intent is for statistical outliers to be
identified for further consideration or investigation.

The private sector uses the Pareto principle as a tool and
bal ances it with the required care. An exanple of this,
ironically in the DoD, is a drug called Synagis. Currently at
WACH, we are about to initiate a series of 6 shots that are one
nonth apart. Each shot equates to $606 or a total of over $5400
per patient. The drug protects prematurely born infants from
acquiring respiratory syncitial virus (RSV). These infants are at
ri sk due to underdevel oped lungs and if infected, could be
hospitalized for 2-3 weeks in a pediatric ICU (PICU) at a cost of

$50, 000 per episode. The expected value of the nore expensive
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medi cati on adm nistered correctly is nmuch | ess than one PICU st ay.
Cvilian facilities would | ook at the increased cost per provider
(usually one provider is relegated as the proponent) and determ ne
that al though the expense netric is out of tolerance, it is
nmedically justified. As the WACH systemis inplenented, the
enphasis on the second order effects that are linked to
prescriptions will not be ignored. An exam nation of other UM
metrics will acconpany pharnmacy cost expenditures. Such an

exam nation will ensure that the second order effects such as
repeat clinic visits, hospital adm ssions, and ER visits w |

result from “pharnaceutical rationing.”

Wi ch el enents nmust be nodified due to systemlimtations

Despite the fact that there are many meaningful simlarities
bet ween the staff nodel HMO and the DoD heal thcare system there
are sone significant differences. Such differences have the
potential to limt the efficacy of interventions sectioned from
the civilian counterparts into the DoD system Principally, of
the two areas--Pharmacy Education and Econom c Incentive, the

di fferences between the private sector and the DoD are nanifested.
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Differences in the Ability to Provide Pharmacy Education

In the civilian HMO, administrators nonitor cost in all areas
as it relates to outcones. However, it is recognized that cost
awar eness information to providers is meaningless w thout ongoing
clinical education. Education provided by a pharmacist with an
advanced degree in pharnmacoeconom cs gives the provider
conpr ehensi ve pharnocoecononmic data. This data that couples
outcones with overall cost allows the provider to nake behavi oral
changes with accurate information

In nost cases, a pharmacist is retained on staff with the sole
pur pose of continual and ongoi ng education. This position is held
by soneone with an advanced degree in pharnacy education and

trained on the current guidelines of analysis which include:

Cost m nim zation: Conducted when outcones or consequences of two

or nore drugs are determ ned to be equal.

Cost - benefit anal ysis: Conducted when all costs and benefits are
nmeasured in nonetary terns.

Cost-effective anal ysis: Conducted when all costs and benefits are
nmeasured in non-nonetary terns

Cost-utility analysis: Conducted when effectiveness is inportant

but al so incorporates patient satisfaction and preference for a
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particul ar drug.

Quantity-of-life-analysis: Conducted when the quality of life is

i mportant and drug choices are made with regard to both treatnent
efficacy and palliative care. Qher studies show that the

i ncorporation of a clinical educator. into the pharmacy staff have
positive effects that el evate the |level of care at reduced costs.
Wl liam McCGhan’ s research shows that both inmedi ate cost savings

t hrough appropriate prescription choice is a natural output but

ot her second order effects are al so possible. Sonme second order

effects are not limted to: (MGhan, 1993).

1. Decreased norbidity in patient popul ations.

2. Reductions in treatnent costs through nore efficient nodes of
t her apy.

3. Reductions in outpatient visits.

4. Reductions in inpatient Length-of-Stay (LOS).

5. Better use of manpower.

6. Reductions in iatrogenic disease due to inproper drug choice.

Dependi ng on the goals of the facility, the clinical educator,
who has a Pharmacy Doctorate, possesses the econom c tools as well
as the pharmacy skills that are critical for pharmcoeconom c

anal ysis. Furnished with these skills, the clinical educator has
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the ability to provide clinicians with nmeani ngful and conparative
clinical and econom c data on different drugs. By being able to
conpare and contrast these drugs, the provider is better educated
and is able to the wite a prescription that is in a nmanner best
suited for both the facility and its patients. The clinical
educat or then serves as the comuni cator of this analysis through
the adoption and the pronotion of drug protocols. The clinical
educator al so conmpiles trend data on prescription habits. Wen an
outlier surfaces, the clinical educator collaboratively works with
the provider to determ ne what treatnent effect is desired. Wth
this know edge, the clinical educator has the ability to reconmend
and gui de drug choices that neet the nedical requirenents, but
al so are the nost cost-effective (Jolicoeur, 1992).

A good exanple of this is Pfizer’s recent introduction of
Cel ebrex, onto the drug market. Currently, there are nore than
16, 000 nonsteroidal anti-inflammtory drug (NSAID)-rel ated deat hs
each year (Singh, 1998). Capitalizing on this, Pfizer has heavily
mar keted this new and nuch nore expensive COX-2 inhibitor that has
equal clinical effects to its conpetition. However, it clains to
reduce the gastrointestinal (G) bleeds associated with the
standards |i ke | buprofen. According to leading mlitary
phar maci sts, Cel ebrex should only be given to those patients with

a history of G disease. 1In other cases, COX-1 inhibitors are
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clinically adequate, and are nuch nore cost effective. This
exanpl e is experiencing a great deal of DoD visibility. However
in cases where it is not as obvious, the clinical educator would
be instrunental in conparing the different drugs, determ ning when
the nore costly one is needed, and educating the providers on the
subj ect .

Such a position is distinctively separate form normal pharnacy
responsibilities. Oten, the pharmacist’s conpensation is tied in
to varying degrees on total cost savings. Providers do not have
the time to continually be aware of the changes in the different
drug classes and their treatnment efficacy. The provider also has
no real view of overall cost or the ability to nmake neani ngful
cost conparisons. Were there is a dedicated advanced degree
pharmaci st on staff, he/she anal yzes drug utilization trends and
remains current on all literature to include alternative drug
choices. The pharmaci st continually engages all providers in an
on-goi ng di al ogue and serves as the resident expert for all drug
guestions. In addition to nmaking rounds on a regular basis and
provi di ng epi sodi ¢ education, the pharmacy educator al so arranges
for guest speakers or conducts specific training through
educati onal presentations.

In the DoD setting, pharmacy educators conduct the sanme types

of activities, but the enphasis on providing resources for these
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efforts is constrained in conparison. For exanple, previously
there was a pharmacy educator at WACH. Wen this person left 3
years ago, the position was never filled. Ongoing efforts to
replace this loss include ad hoc presentations to providers, sone
di al ogue and epi sodi ¢ education, and el ectroni c nmessages under the
conput er pharnmacy nenu selection stating the current alternatives
for certain classes of drugs.

Currently, WACH is short two pharmacists. Efforts at
establishing satellite pharmacy and re-engi neering existing
practices are directed toward inproving patient satisfaction and
i ncreased access by reducing prescription wait tinmes. Wy is this
the case? Conflicting priorities are often tines a function of

the incentive structure or | ack of one.

Di fferences in Econom c |Incentive Structure

From an econom ¢ standpoint, the two systens are radically
different. So deep is this difference that it is enbedded in the
corporate culture. The econom c incentive in the private sector
affects both the pharmacy and the provider populations. It is a
conponent of the culture. The success of a system designed to
i nprove pharmacy operations, such as this, is inextricably Iinked

to the private sector incentive structure. There are no conflicts
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t hat cannot be decided by the conmmon denom nator—onpensation. In
the DoD system there is no economc incentive tied to the
provi der or the pharmacy. The DoD corporate culture has all owed
inefficient practices to perpetuate. Consequently, there are
conflicts that go unresol ved between providers and pharmaci sts.
Providers, with no accountability for their prescription costs,
have no incentive to do anything but practice cost-effective
medi ci ne. Additionally, pharmacists, who al so have no incentivized
buy-in and no provider cooperation, ultimtely succunb to a
dysfunctional system

A perfect exanple of the effects of this lack of incentive is
the glipizide drugs used to treat non-insulin dependent (Type I1I)
Di abetes MIlitus. The PEC published an infornmative article on
the treatnment and cost differences between d ucotrol XL and
glipizide. The cost differences are staggering, with G ucotrol XL
costing 4.5 to 5 tines nore than glipizide. Proponents for
G ucotrol XL argue that its sustained release facilitates nore
pati ent conpliance, since patients take fewer pills per day than
if they took glipizide (PEC Update, 1998). However, WACH
pharmaci sts state that nost providers prescribe the sanme nunber of
pills per day of Gucotrol XL as glipizide requires. Thus, the
treatnment effects, which the PEC argues are mniml, do not appear

to be the nost essential consideration. However, due to the | ack
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of incentive, the WACH pharmacy does not effectively use this
informati on to change prescription habits nor do providers adhere
toit.

O course there is generalized pressure fromthe WACH
| eadership which focuses themon treating the synptonm—the
excessi ve budget, but in relative isolation. Actions taken to
mtigate cost overruns are not undertaken in a systens approach
through the use of data and education. This is in stark contrast
to the private sector. Culturally, the two systens are radically
different.

Thus, to design and inplenment a programthat incorporates the
critical elenments of a successful civilian system there need to
be sone nodifications to the systemat WACH to mitigate the
weaknesses which result fromthe constrai ned resources which cause
the DoD systemto produce |ackluster results. Specifically, the
decentral i zed system at WACH does incorporate incentivized buy in
fromthe providers. Under this system the WACH | eadership
prom sed to “share in any wealth” that results fromthe providers
judiciously managing their decentralized budget. This ability,
granted fromthe WACH | eadershi p, allowed the researcher to
institute a program whereby any retai ned savings is returned
proportionately to the amount saved at the clinic |evel.

Consequently, the incentive structure and the education are
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nodified to fit the systemis |imtations while maxi m zing the
ability of the plan. Departnent/service savings wll be returned,
in part, to the departnent chiefs. The departnment chiefs wll
have full autonony over the savings to purchase furniture,
schedul e additional Tenporary Duty (TDY) related to Conti nuing
Medi cal Education (CME), etc. It is this study’s intent to effect
any pharmacoeconom ¢ change through reward and incentive rather
than through any coercion. Research has shown that optinmal cost-
effective care with no degradation in patient care is best
achi eved t hrough education of providers. Wth the education, the
pharmaci sts tend to accept pharmacy suggestions rather than
rej ecting pharmacy mandates (Briscoe, 1996).

Anot her aspect not intended, but stated by many providers, is
the “realistic training.” Many providers desire a parity of
knowl edge with their civilian counterparts. |n the same
phi | osophy that pronotes nedically benchmarking with civilian
counterparts, many providers at WACH have stated an interest in
obtai ning financial proficiency with their peers. 1In this study,
the educational piece will maintain the current sem -effective
nodel with sonme additions. First, the pharnmacy and the researcher
W Il generate newsletters on a periodic basis that provide
i nformation on the dosage cost, high utilization patterns, the

benefits of generic substitutes, and nedical treatnent efficacy,
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but al so present the options as a function of cost. Additionally,
the researcher is in the process of coordinating guest speakers
with the intent of responding to service level fields of interest

and drug conparison

The potential for criticism

Criticismdoes exist for this type of radical change in
oper ati onal philosophy. The information discussed in this section
rel ates specifically to WACH  Consequently, the study relied on
personal interviews between the researcher and el enents of the
pharmacy, clinical, and adm nistrative disciplines. Generally,
criticismof the proposal’s feasibility fell into one of two
areas: corporate culture/lack of incentive and fiscal and
met hodol ogi cal consi derati ons.

From t he pharmacy discipline, some felt that this type of
f eedback and provider nonitoring had been done prior wth
insufficient success to warrant further consideration. One of the
phar maci sts remarked that supplying the cost conparative data on
WACH s autonated prescription selection was sufficient.
Furthernmore, fromthis pharmacist’s perspective, the |ack of
incentive afforded to providers to change was a sufficient
obstacl e and rendered any pharmnacol ogi cal efforts academ c.

Moreover, WACH s current pharmacy educator questioned his relative
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worth to the project in spite of his positional responsibilities
and stated that other immedi ate needs woul d take precedence over
those of an educator. These imedi ate needs were a function of
his superior’s desires to bring | owlevel projects to closure.
The pharnmacists interviewed also cited the poor rel ationship

bet ween thensel ves and provi ders as possi bl e confoundi ng vari abl es
to the study. More than once, pharnmaci sts who acconpani ed the
researcher on briefings regarding the plan were net with sardonic
ridicule. The resultant effect curbed further visits by the
pharmaci sts. Al though the pharmacists felt unconfortable, there
was significant clarification and ad hoc education as the

provi ders questioned the pharmaci sts on educational issues. This
devel opnment was unfortunate as it needl essly broadened the schism
bet ween the two factions.

A regi onal pharmacy consultant questioned the entire effort of
education as fruitless due to the |ack of an adequately trained
phar macy educator. He stated that education provided as a function
of the researcher and pharmacy staff’s efforts, even coupled with
a request to obtain SERMC support, was |like “.spitting in the
wi nd.” Furthernore, the sane individual questioned the abilities
of the current staff, specifically its lack of a pharnmacy
educator, to be able to provide the education common in the

civilian sector.
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Fromthe clinical perspective, criticismwas very positive and
constructive regarding the intent of the study. Providers were
nore concerned with inproving the researcher’s feedback to mmc
their counterparts in the civilian sector. The providers were
somewhat concerned with service to service conparisons and with
ensuring provider anonymty. However, when nade aware that the
plan was a tool to inprove practice by becom ng aware of the
busi ness ethic needed to curb the currently bleak situation, they
enbraced it with alacrity. Their concerns only focussed on
meani ngf ul conparisons in the case-m x adjustnment section of the
proj ect.

Adm ni stratively, the criticismcentered on convincing
provi ders of the worth of this undertaking. Efforts and criticism
were geared toward i nproving the | evel of education, providing a
proper and neani ngful incentive strategy for providers to “buy-
in”, ensuring financial accuracy in all reporting mechani sns, and
obt ai ning any required external support to ensure there was
sufficient education. All but the financial accuracy aspects were
seen as potential weaknesses that could be overcone wth adequate
effort. The credibility aspect was identified as the nost
i nportant potential criticism Specifically, the concerns were
that (1) providers would believe that this proposal was a tool to

i nprove practice habits and save noney and (2) any conparisons
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drawn woul d be done so in a non-punitive manner with a sound
research design. The latter elenent would be nmade possi ble by
normal i zi ng any patient popul ati ons through statistical

corrections for patient severity.

Qut cones studies with respect to justifying this proposal

Earlier in the text, the study spoke of differences between
the civilian and mlitary sectors of care. The focus then was on
how the resource constraints Iimt the anmount and type of val uabl e
feedback to the providers. laneter, the private consultant group
that conducted case-m x adjustnents with the aid of their acuity
i ndex, was an exanple of the type of service required to perform
nmeani ngf ul conpari sons and provider nonitoring. This, the fina
section of the literature review, concentrates on the types of
neasures required and the statistical neasurenents and tests of
validity that various studies use. This information, although
different from di abetes as a di sease-state study, is essentially
the sane thought process the researcher used along with | ocal
provider input to determ ne the nethodol ogy for the second area of
study and feedback. Although many of the studies that were
reviewed did not nmake use of statistical case-m x adjustnent, they
wer e val uabl e benchmarks used ultimately for this study’ s approach

to a quantitative study of a disease-state.
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Because the field of drug study is so conplicated, there wll
be no single study that will stand up to all scientific scrutiny.
Many conpl ete and accurate scientific anal yses of drugs, their
efficacy, and cost wll use any nunber of research designs such as
conventional random zed trials to pharnmacoepi dem ol ogi cal st udi es.
In these efforts, little in the way of patient severity is taken
into consideration (Avorn, 1994). Researchers are nore concerned
with determning efficacy. Sone conpare both the efficacy |evels
and the cost as factors in determining fornmulary decisions or in
creating drug protocols. Efforts toward exam ning the cost-
ef fecti ve usage of drugs are generally outcones oriented. In
ot her words, they concentrate on the outcones as a function of any
nunber of outcone neasures. Sone studies |ook at Quality of life
nmeasurenments (QOL) as a key indicator of drug efficacy. Wth this
approach, long-termeffects that include “soft” areas such as
soci al adaptation and cognitive effects of the drugs are taken
into consideration (Bech, 1995). O her approaches take a
prospective stance and enpl oy nodeling techniques to predict
overall drug effects as a function of cost. In this approach,
sanpl e data is drawn and conputer sinulations offer insight into
overall benefits (Peterson, 1998). Qhers |ook at drug variations
and sel ect various outconme neasures such as physician visits or

Emer gency Room (ER) adm ssions, in the case of many asthma studies
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(National Heart, Lung, and Blood Institute, 1995).

The studi es above are nore interested in either selecting the
nost efficaci ous drug when given a choice or searching for a
m ddl e ground between cost and toxicity. Furthernore, these
studies are generally conducted within the spectrum of a clinical
trial. Consequently, total nunbers of cases are sought with the
drug, itself, serving as the focal point. Generally, conparisons
bet ween provider’'s treatnent habits are not significant. For the
pur poses of this research, the focal point is the providers. They
are the nechanism for the independent variables of cost awareness
and education to achieve their effect. Thus, provider acceptance
is critical.

This study will enploy case-m x adjustnent for one disease in
a simlar manner to that which lanmeter provides to its clients.
| anet er and ot her consultant groups like it study one or nore
di sease-states. Along with the literature and professional
opi nion, they devel op acuity neasures. These acuity neasures are
assigned a weight. Patients that are diagnosed for the disease-
state of interest are assigned an additional weight--often the sum
total of all appropriate nmeasures of acuity. Another way to
attack the differences in severity is to subjectively rank
conplications or sub-diagnoses higher or lower. laneter, then

uses the coefficient of severity along with outcone neasures



Ef fects of Econom c Feedback on Providers 56

salient to the disease-state in a regression equation. The

di sease-state study in this paper will use Analysis of Variance
(ANOVA) rather than linear regression. The weights of severity,
sex, age, and clinic visits wll be determned for a specific

di sease-state. Any differences anong providers’ patient

popul ations will be determ ned by a between-groups ANOVA

The “ Renedy”

It should be stressed at this point that the proposed sol ution
to the pharmacy problemis to introduce a system of econom c
feedback to providers that has never been done before in a DoD
facility. Such a systemwould be a pilot venture whereby the
pharmacy “cost center” would be de-centralized to the departnents
based on Mlitary Expense Performance Reporting System ( MEPRS)
utilization and expense data for the previous fiscal year. The
system proposed woul d provide service chiefs with feedback on
their departnments and each provider as well as to the individua
providers thenselves. This information will be presented in such
a way as to identify outliers. The key statistical netric in the
overall system woul d be average prescription cost per provider.
The assunption is that since enpanelnent is not fully or

functionally in place, the intra-service conparisons would be just
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and applicable solely for identifying outliers.

However, a further follow on-study will |ook at one specific
di sease state and case-m x adj ust using ANOVA and identifying key
i ndi cators of acuity such as ER adm ssions, clinic visits, etc.
These woul d be determ ned based on the literature of the
particul ar disease. Diabetes is the disease that wll be studied
due to its relative ease of acuity neasures, its large scope with
respect to patients, |lack of seasonality factors that m ght
further confound the study such as asthna, and the variability of
drug treatnments. These acuity nmeasures will also be used to
determne if the proposed system expanded the “second order”
effects that will be described in detail later on in the text.
Essentially, the proposal will enphasize in its inplenmentation the
need to | ook beyond the basic system of pharnmacy feedback to the
extent that it is needed. W don’t want to encourage providers to
nmerely | ook at husbandi ng and rationing prescriptions if the
result is degradation on nmedical care with ballooning second order

ef fects.

VETHODOLOGY

Cost Conpari son
In order to conpare cost savings as a function of the

intervention (cost feedback and periodi c education) a baseline
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cost per provider and service is required. This data is derived
from MEPRS FY 99 pharnmacy cost totals. Because of the tine
constraints involved in instituting the programon 1 Cctober, only
the first 10 nonths of FY 99 were used. Data was broken out by
nonth. Each service was assigned an aggregate anount per nonth as
wel | as a breakout by provider. Each prescription cost is
recorded at the point of care. The prescription costs of patients
treated in the ER, for exanple, are charged to the ER budget
regardless if an ER provider is treating themor not. Because the
consi stency of MEPRS recording is not an issue, philosophical
nuances are nmoot. The FY 99 MEPRS data is also used to create and
program t he notional budget for this study. An inflation factor
totaling 14 percent are applied to the historical FY 99 actua

cost totals to determ ne the progranmed budget. This was due to
the need to develop a budget. The intent was to create a goal for
the providers. However, the nonthly conpari sons woul d be based
of f of 24 percent (the growh and inflation over the |last 3
years). It was not critical that the decentralized budget include
the growth projections. In fact, it was just to serve as a
benchmark and not the definitive baseline for conparison for the
provi ders. The growth and inflation factors are based on both

t he MEDCOM and SERMC projections as well as WACH hi storical data.

These projections are the best determ nation based on regi onal
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survey, historical perspective, and subjective interpretation by
each regional senior pharmacist. Furthernore, they were confirned
via tel ephonic discussion with COL WIliam Heath, US Arny Pharmacy
consul t ant.

The January conparisons deviated in one aspect. The January
1999 basel i ne cost was increased by 10 percent rather than the 24
percent of the other nonths. This is due to a shortcom ng of the
hi storical data and CHCS. Essentially, CHCS offers a snapshot in
time. The data collected on any given day are different fromthe
sanme data period collected one year later. This is due to the
cost increases that are reflective in CHCS and the fact that every
query adjusts for the nost current pricing data. The nonths
Cct ober through Decenber were collected very close to the actua
dates. January CHCS data was m ssing, and thus had to be
collected in the present. Therefore, the assunption was nade t hat
the inflationary increases were present, and only the vol unme woul d
have to be added in as a neani ngful conparison. Because the
proj ected budget is a function of both growh and inflation, in
this case only growh (10 percent) needed to be added in.

Wthin each service, nonthly feedback will be provided to the
chief and to each provider. Chiefs will receive an overal
conposite and a breakout by provider. Providers will receive the

breakout of providers w thout nanes. Separate providers wll know
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only their own identity, but will see where their prescription
habits lie in relation to nenbers of the departnent. In addition
to this conparison, the chief and each service nenber will see, as
a departnent, where their nonthly expenditures are with the FY
budget as a backdrop.

The overall budget for this plan (Appendix A) is a function of
the total costs for FY 99 with the gromh and inflation factors
i ncl uded. However, to elimnate seasonality considerations, each
nmonth will be conpared to the sane nonth the year prior to the
intervention. For exanple, October 1999 is conpared to Cctober
1998 (with inflation and volunme factored in) instead of against
the straight-line breakout. This is to allow fair nonth to nonth
conpari sons which help elimnate confounders such as seasonality
effects.

Service chiefs were briefed on the plan on 22 Septenber 1999.
Foll ow ng the overall brief to the general body of providers, a
followup briefing was given to each service. First and forenost,
the followup briefings were scheduled to brief the actual
decentral i zed budget at the service |evel (Appendix B). Appendix B
represents one of many formal conmunications to the chiefs who
woul d obtain a better understanding of the proposal’s baseline and
rul es of engagenment. Additionally, the briefings were designed

to:
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1. Provide the briefing to those absent at the initia
briefing.

2. Solicit input fromthe providers on potential disease-
state studies.

3. Explain that the plan was continuous and that a
rel ati onship between nyself and the providers was necessary to
provi de education on the project.

4. Answer questions that the providers had regarding civilian
managed care practices.

5. Assure the providers that this was a tool to help reduce
costs and non-punitive.

6. Solicit input that would assist in preparing planned
educational presentations. These presentations are being
schedul ed and are designed to be tailored to each service-specific

field of nedicine.

At the conclusion of the 4 nonths, each WACH service and
division will be statistically conpared to determne if the
interventions of cost awareness and pharnaceutical education
produced a material and significant decrease in prescription
expenditures. There is one key issue with this conparison that
shoul d be addressed. Because there is provider turnover fromFY

99, only providers who are currently at WACH will be reported in
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each nonth’ s cost feedback. However, overall conparisons for
departnents and services wll not filter out providers who have
attrited fromthe provider population. The assunption is that
there are no significant changes in patient and provider

popul ations in the past 12 nonths that woul d affect meani ngf ul
cost conparisons. This assunption is based on the relatively

| evel rate of growmh in overall pharmaceutical cost and in

enrol | ment size.

Hypothesis (1): Based on the literature and provider interviews,

cost awareness data coupled with pharmacy education within the
context of an incentivized programw || produce reduced pharnacy

expendi tures at WACH for FY 00.

Statistical Tool: Student’s T-test for significance will be used

to detect significant differences as a function of the
intervention. Conparisons wll be nade between services for the
period of 1 Oct 98 through 1 Feb 99 and 1 Cct 99 through 1 Feb 00.
Conparisons for the sane period wll be nade anong providers who
were assigned to WACH during the pre-intervention and post -

i ntervention periods as well.
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Qut conmes st udy

Al l conpari sons di scussed up to now are gross conparisons
anong providers. Although conmparisons will be nmade within
servi ces and not anong them there is no nechanismto identify or
conpare any material differences in patient severity. Therefore,
one specific disease state will be studied in detail to provide
conpari sons between providers that are nore nmeaningful. Patients
in one disease-state will be studied and nornalized through a
i near regression case-m x adjustnment. The ICD-9 categories for
i1l ness severity will be enployed to devel op a weight for each
patient. The disease-state to be exam ned will be diabetes
mellitus (DM. Currently, there are five providers within the
Internal Medicine (IM Service that treat diabetes. Although
there is not a system of enpanel nent at WACH (such a systemis
currently under inplenentation), there is sufficient “enpanel ment”
with respect to these patients in that they generally fall under
Internal Medicine. An interviewwth the Chief of I Mreveal ed
that the providers for this disease have attenpted to follow the
sane patients throughout the managenent of the disease. In view of
t he new enpanel nent policy, this will becone nore of the normin
the future. However, pharmaceutical treatnment managenent of DMis
a product of the nobst recent provider whether that provider

prescri bed the nedication or not. This is due to the dynamc
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nature of the disease that requires constant assessnent,
nmoni toring, and nodification of DM nedi cati ons.

The subjects of the study are all patients seen with DMin NOV
1999 by the 5 Internal Mdicine providers. Patients were
identified by nane in order only to determ ne total DM nedication
costs, but nanmes were not included in the data analysis. Only the
researcher had access to the names and patient confidentiality was
preserved. The patients were assigned to one of the five
provi ders, which was determ ned by the | ast provider they had
seen. |In many cases, patients may have been seen by nore than one
provi der. Consequently, the study: (1) is to determne if there
are any significant differences in patient popul ations of the
current I Mproviders, (2) establishes a baseline for future
conparisons either within IMor to other services, and (3)
determines if there are relationships between severity and
phar maceuti cal cost.

Di abetes nellitus is a disease that may or may not have
conplications. The possible conplications associated with this

di sease are:

Renal WManifestations Opht hamal i ¢ Mani fest ati ons
Neur ol ogi ¢ Mani festati ons Unspeci fi ed Conplications

Hyper gl ycen a Nephr opat hy
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Pol yneur opat hy Proteinurial/ al bum nari a

Ret i npoat hy

Each manifestation will be given equal weighting in the
nodel. Wth respect to the insulin dependency issue the breakdown

and wei ghts are as foll ows:

1. Non-insulin dependent (adult onset or unspecified not
stated as uncontrolled): Odinal weight of 1.

2. Insulin dependent (junvenile and not stated as
uncontrolled): Odinal weight of 2.

3. Non-insulin dependent (adult onset or unspecified stated
as uncontrolled): Odinal weight of 3.

4. Insulin dependent (juvenile stated as uncontrolled):

O di nal wei ght of 4.

Codi ng net hodol ogy for severity is as foll ows:
1. Patients with a conplication will be coded ordinally as 5.

2. Patients without nention of conplication will be coded 1-4.

Additionally, hospital visits for DMw Il be used as well to
further weight each patient’s severity level. A further

conpari son of age and sex will conclude the case-m x anal ysi s.
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Thus, all the factors—age, sex, severity code, and clinic visits
w Il be assigned equal weight. A total cost per patient of DM
medi cations for the period 30 NOV 1998 through 30 NOV 1999 will be
determ ned. The DM nedications total cost in this study wll be
the total cost of any or all of the foll ow ng nedications:

A ucotrol XL, glipizide, glyburide, netformn, and insulin. In al
cases, a between groups conparison of neans will be determ ned.
Ostensibly, significant nean differences in the case-m x

adj ustnent variables will be conpared to any differences in nean
total cost. Again, the education and cost feedback to the
providers will be the independent vari able.

The purpose of this study is to: (1) add credibility through
case-ni x adjustnment that the overall hypothesis is correct; thus
the cost awareness approach to pharmacy cost containnment is sound
and (2) to provide econom c insight into second order affects that
are related to DM nedi cati ons. The second order effect is the

nunber of clinic visits.

Hypothesis (2): There is no significant difference between groups

of currently enpanel ed DM pati ents.

Dat a source: The Anbul atory Data System (ADS) dat abase w ||

provi de the total nunber of DM cases by provider. Additionally,



Ef fects of Econom c Feedback on Providers 67

WACH s I CD-9 Diagnosis database will provide the nunber of

hospi tal adm ssions for this disease state.

Statistical Tool: Analysis of Variance (ANOVA) Single factor wll

be used as the primary tool to determne the relative differences
in patient severity based on the wei ghts determ ned above. It
will also be used to conpare the overall effect of the
prescription cost to the various severity levels as well as the
out cones neasure of hospital adm ssions. Specifically, it wll
determine if there is a relationship between total cost and the
severity as determ ned by the severity wei ght and hospital

adni ssi ons.

RESULTS

The results for Hypothesis 1 are broken down into nonthly
conpari sons (COctober-February). An aggregate conpari son between
FY 99 and FY 00 total and average breakout for Cctober through
February is listed in Appendices Cthrough F. In this section,
each nmonth’s results includes the entire nonthly sunmary of WACH
phar macy expenditures, the aggregate summary of those areas within
the WACH network that received intervention (37 separate

activities), and a conparison of the average prescription cost for
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the latter group. The first table for each nonth will depict the
entire WACH pharmacy proj ected budget and actual expenditures.

The second table in each nonthly breakout will capture only those
areas under the purview of this study. For exanple, the costs
incurred by the network providers or TAHC will not be included in
t hese tabl es because the study did not involve them |nstead,
these tables will concentrate on those areas that were affected.
For the purposes of organization and identification, they total 37
different MEPRS activities. The third table for each nonth
concentrates on the projected and actual average prescription cost
per provider within the areas under the study. A one-tailed
Students t-test for equal variance is used for total and average
prescription cost conparisons between baseline FY 99 cost data and

actual FY 00 costs.

Cct ober

Table 1 below illustrates the observed differences between the
proj ected budget and the actual total cost expenditures. The
difference and the actual October 99 expenses and the projected
cost (Cct 98 incremented by 24 percent) is $20,770 or 3.2 percent.
This figure represents the aggregate savings in the first nonth of
the study fromthose clinics and services wi thin WACH i ncl udi ng

Tuttl e and the network providers.
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Table 1

Macr o-vi ew of WACH Rx Expenditures (Budgeted v. Actual)

Proj ect ed Budget $649, 022
Actual Expenditures $628, 252
D fference (Savings) $20, 770

The entire WACH budget (m nus the outlying clinics and
Suppl enental Care) resulted in 37 separate MEPRs activities
(n=37). The results are listed in Table 2 below. These groups
were elimnated as they were not within the scope of the study and
did not receive any intervention described in the “Renedy” section
of the study. These activities forned the 2 groups—Projected

(OCT 98 plus 24 percent) and Actual --OCT 99.

Table 2

Cct ober Total Cost Conpari sons (Affected Areas)

OCT 99 Proj ected Cost p- val ue
Actual Tot al (Decentralized
Cost Budget)
$321, 686 $332, 675 .48

n=37
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Table 3 illustrates the observed differences between the
average prescription costs of projected budget and the actual
average prescription cost wwthin the affected groups. The
di fference between the actual October 99 average and the projected
average is $.18 or .93 percent. This figure represents the
aggregate savi ngs neasured in average prescription costs in the
first nonth of the study fromthose clinics and services wthin
WACH not including TAHC and the network providers. These
activities formed the 2 groups—the projected costs (OCT 98 pl us
24 percent) and the actual expenditures (OCT 99). A one-tailed
Student’s t-test for significance between the two totals
(Projected and Actual) with the total MEPRS categories the sane as

above (n=37) and 2 degrees of freedom was not significant (p=.12).

Tabl e 3

Cct ober Average Cost Conpari sons(Affected Areas)

OCT 99 Proj ected Cost p- val ue
Act ual AVG Cost (Decentralized

Budget

$19. 18 $19. 35 0. 06

n=37
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Novenber

The difference between the actual Novenber 99 expenses and the
projected cost is ($37,372) or (5.9) percent, which is illustrated
in Table 4 bel ow.
Tabl e 4

Macro-vi ew of WACH Rx Expenditures (Budgeted v. Actual)

Proj ect ed Budget $632, 422
Actual Expenditures $669, 794
D fference (Loss) ($37, 372)

The 37 separate MEPRs activities (n=37) results are listed in

Tabl e 5 bel ow.

Tabl e 5

Novenber Total Cost Conpari sons (Affected Areas)

NOV 99 Proj ected Cost p- val ue
Actual Tot al (Decentralized
Cost Budget)
$330, 064 $338, 029 0.48

n=37
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The aggregate effect in the affected areas is a cost savings of

$7,965 despite the fact that overall in Novenber, there was a | oss

present. However, this difference was not significant (p=0.48).
Table 6 illustrates the observed differences between the

average prescription costs of projected budget and the actual

average prescription cost within the affected groups. The

di fference between the actual Novenber 99 average and the

proj ected average is $1.29 or 6.5 percent. However, this

di fference was not significant (p=0.12).

Tabl e 6

Novenber Average Cost Conpari sons(Affected Areas)

NOV 99 Proj ected Cost p- val ue
Act ual AVG Cost (Decentralized

Budget

$18. 63 $19. 92 0.29

n=37

Decenber

The difference between the actual Decenber 99 expenses and the

projected cost is $99,311 or 14.3 percent. This figure represents
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the aggregate savings in the third nonth of the study and is

listed in Table 7 bel ow.

Tabl e 7

Macro-vi ew of WACH Rx Expenditures (Budgeted v. Actual)

73

Proj ect ed Budget $691, 944
Act ual Expenditures $592, 633
Savi ngs $99, 311

The 37 separate MEPRs activities (n=37) results are listed in
Tabl e 8 bel ow. The aggregate effect in the affected areas is a
cost savings of $95,971. However, this difference was not

significant (p=0.30).

Tabl e 8

Decenber Total Cost Conparisons (Affected Areas)

DEC 99 Proj ected Cost p- val ue
Actual Tot al (Decentralized
Cost Budget)
$276, 346 $372, 217 0. 30

n=37
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Table 9 illustrates the observed differences between the
average prescription costs of projected budget and the actual
average prescription cost wwthin the affected groups. The
di fference between the actual Decenber 99 average and the
proj ected average is $3.96 or 19 percent. However, this difference

was not significant (p=0.05).

Table 9

Decenber Average Cost Conpari sons(Affected Areas)

DEC 99 Proj ect ed Cost p- val ue

Actual AVG Cost | (Decentralized

Budget
$16. 50 $20. 46 0. 05
n=37
January

Tabl e 10 depicts the overall |oss of $9,897 based on a
proj ected budget for the nonth of $612,340. This total represents

the overall WACH pharnacy expenditures.
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Tabl e 10

Macr o-vi ew of WACH Rx Expenditures (Budgeted v. Actual)
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Proj ect ed Budget $612, 340
Act ual Expenditures $622, 237
Loss ($9, 897)

Tabl e 11 depicts the budgetary savings for the affected areas
of the program Wthin the affected areas of the program there
was $16, 890 savi ngs achieved. Overall the projected budget for
those areas affected under the programis interventional contro
was $325,882. Total pharnmacy expenditures were $308,992. This

delta was not statistically significant (p=0.46).

Table 11

January Total Cost Conparisons (Affected Areas)

JAN 00 Proj ected Cost p- val ue
Actual Tot al (Decentralized
Cost Budget)
$308, 992 $325, 882 0. 46
n=37
Table 12 illustrates the observed differences between the

average prescription costs of projected budget and the actual
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average prescription cost within the affected groups. The
di fference between the actual January average and the projected
average is $.91 or 5 percent. However, this difference was not

significant (p=0.14).

Table 12

January Average Cost Conpari sons(Affected Areas)

JAN 00 Proj ect ed Cost p- val ue
Actual AVG Cost | (Decentralized

Budget

$16. 64 $17.55 0.14

n=37

Case- M x Adj ust nent

The results of Hypothesis 2--the nean conpari sons of the DM
patients along the factors: age, sex, severity, cost, and clinic
visits are displayed in Table 13. There were no between group

di fferences anong any of the factors.
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Tabl e 13

Case- M x Adj ust nent

Fact or n df F P-val ue F Crit
Age 105 4 0. 66 0.61 2.46

Sex 105 4 1.99 0.10 2.46
Severity 105 4 1.99 0.10 2.46
Cost 105 4 1.91 0.11 2.46
Cinic Visits 105 4 1.31 0. 27 2.46

Di scussi on

The results for Hypothesis 1 indicate that there was sone
initial inertia, a steep |earning curve, and strong |ong-term
potential for the program Although the project’s pre-briefs in
Septenber 1999 thoroughly detailed the intent, the baseline, and
t he net hodol ogy, the actual |earning and behavi or nodification
began after the first nonth’s feedback. During this period, nmany
of the providers nade remarks to the researcher indicating final
under st andi ng and acceptance of the project. The COctober savings
and subsequent Novenber deficit appear to be the periods where
initial orientation and nmaxi m zed | earning occurred. During this

interval, many of the feedback reports were nodified in that they

77
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included additional itens that were tailored to each service’'s
request. As nodifications occurred in a tinely manner, nore
ent husi astic interaction and provider participation followed.

Not stated in the study but highly critical, was the
overridi ng nunmber of questions regardi ng cost that were generat ed.
Because many of the providers literally had no idea of the
significance of the pharmacy cost overruns or of drug prices, nany
guestions were directed towards the highly utilized and recurring
drug costs. In general ternms, nost services' costs are a function
of only a few drugs. Once the incentive and the tracking was in
pl ace, services asked for cost conparative data on these high
profil e pharmaceuticals and then drew their own clinical
conclusions. In many cases drugs that did not, in the services’
opi ni on, denonstrate significant superiority over another simlar
drug were changed.

An additional reason for |lack of significant differences early
on, other than the initial confusion due to a steep | earning
curve, is the fundanental principle of prescription methodol ogy.
This is not reserved to WACH, but rather it is DoD w de.
Specifically, it is the general practice of a 90-day supply plus 3
refills. Essentially, there is 1-year’s worth of prescriptions
whi ch may be term nated during the year, but 3-nonth’s worth are

| ost at the first prescription fill. This practice builds sone
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inertia into the paradigm Essentially, inprovement for the first
3 nonths of the study may very well be partially mtigated by
Septenber’s prescriptions. That is why Decenber’s results and the
ending trend of the study are extrenely encouraging. The fact
that the results approached statistically significant differences
in Decenber’s results illustrates the potential of the study.

Al t hough, the results in January show a | oss, the data in January
is not as reliable due to the reasons discussed earlier. True
nmeani ngf ul conpari sons nmay be confounded due to the | ack of

hi storical data.

Wth regard to hypothesis 2, there are several interesting
points. Essentially, there were no significant differences in the
patient populations for the 5 providers. Because the n-size
ranged from 11 to 28, the lack of significance could be attributed
to insufficient case nunbers. However, periodic interviews with
the IMstaff, revealed that there are several hundred DM cases.

In the providers’ collective opinion, there are no significant
differences in severity. Thus, the researcher may concl ude t hat
the sanple selected was truly representative.

The fact that there were no differences in patient severity,
coupled with no significant differences in pharnmaceutical cost,
illustrates that conditions prior to the study were nearly

optimal, in ternms of case distribution and prudent prescription
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practices. Initially, there was to be an inclusion and an
analysis of all ER visits and I CU adm ssions for this di sease-
state and a correlation to the prescription dollar anount.

However, there was only one ER visit and no | CU adm ssions. Thus,
the fears that decreased prescription costs and the possibility or
rationed pharmaceuticals would result in a correspondi ng

del eterious effect on healthcare seemto be unfounded.

In fact, the conduct of the case-m x adjustnent segnent of the
study reveal ed that there was a great deal of scrutiny and peer
review on the part of the providers. Conversations with the IM
provi ders reveal ed that the econom c feedback was used as a
further tool for peer review, in addition to econom c nonitoring

and resource conservati on.

Recomrendat i ons/ Concl usi ons

Aut omat i on/ Dat a i ssues

There were many data systens that were used heavily during the
i npl ementation of this project. Each has sone value to the entire
DoD system but each had sone issues that this study encountered.
Because CHCS was primary data source for baseline data, the
econoni ¢ feedback, periodic inquiries on formulary data, provider

profiling, and the fact that the researcher directly interfaced
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withit, its capabilities will be discussed here with a fair
degree of conpetency. All other data sources, such as TAW S,
were used to verify existing CHCS data. Because of this
relationship and the fact that the researcher did not directly
interface with these systens, a conpetent assessnent of these

systens cannot be addressed.

CHCS

The CHCS systemis a useful and powerful multi-functioning
conmputer system However, its pharnmacy nenu options and system
al t hough good, are clearly not tailored for this type of study.
The CHCS system does not provide a historical ook that is
captured. For exanple, average and total cost amounts which are
collected on 1 Cctober 1998 will differ fromthe same query for
the sane period of time that is collected 1 year later. As each
pharmaceutical price is updated, it is updated retrospectively for
any future reporting. Thus, 1998 s data on total and average cost
is only based on 1998 prices until the prices are updated. Once
the prices are updated, any further queries will be for the sane
pharmaceuticals in the same volunme that was prescribed, but at
current prices. Thus, it was incunbent, upon the researcher, to
use data that was captured in a tinely manner when creating the

baseline for this study. Fortunately, data for 3 of the 4 nonths
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used as a baseline for conparison were collected at approxi mately

the tine the actual period was over-—prior to cost updates.

Staff Cooperation/Participation

Staff cooperation was present fromall |evels at the outset of
the program However, as nore and nore utility was derived from
the feedback, staff participation becanme an inportant val ue-added
factor. Essentially, the staff was receptive, but sonmewhat
reserved initially. Mny providers wanted sone meani ngf ul
measurenents of efficiency, but past efforts that were related to
the field of utilization managenent did not neet providers’
expectations. Ohers, the researcher felt, did not appreciate the
comm tnment fromthe hospital |eadership until later stages in the
program Additionally, as the results of the project showed sone
prom se and as the feedback got nore detailed in ternms of actua
prescription usage and profiling of outliers, providers becane
nore interested.

The conpetitive nature and the continuous effort toward self-
i nprovenent, both of which are characteristics of the WACH Staff,
al so positively inpacted the program Many in the WACH provi der
famly voiced that they had wanted to inprove their prescription
ef ficiency; however, they had | acked neani ngful data and

meani ngful, tinely, and accurate econom c feedback. Once
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provi ders were made aware that sone of the inertia at the

begi nni ng stages of the project was due to the 90-day initial
prescription and 3 refill policies and practices, they stated that
they recogni zed the | ogic of 30-day initial prescriptions coupled
with a decision to either sustain the prescription, due to its
clinical efficacy, or abandon it in favor of a new drug. Once
providers had the entire picture of global cost awareness al ong
with the single drug costs, they appeared to arrive at their own
concl usi ons and adopt different prescription practices. Many
viewed the program s efforts as verifying that cost was an issue.
Prior to this, they attributed the I ess than optiml efforts as
passive indicators that the pharmacy costs were not that

i mportant.

On anot her |evel, provider participation and invol venent was
oriented on achieving parity with private sector providers. Mny
provi ders at WACH want “realistic training.” Wether a provider
was planning to transition to the private sector or not, he/she
want ed the sane type of economc environment in the mlitary that
is nore and nore pervasive in the private sector. This is clearly
a reflection of the WACH staff’s belief that nore and nore the
heal thcare industry is going to adopt many HMO utilization and

ef ficiency nmeasurenment practices.
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Future of Project

Both the direct area of study and all ancillary outgrowths
have enornous potential for the DoD. The direct |inkage between
conpetent, tinmely, and germane information fromthis study to the
providers illustrates the desire for DoD heal thcare providers to
sel f-educate and engage in cost-effective behavior. Wre this
programto be adopted and adequately resourced, there are nany
opportunities for a nuch greater degree of savings either fromthe
reductions in wasteful prescription practices or changes in drug
usage to coincide with the Medical Usage Eval uation (MJE) program
I ndeed, the study and its efforts began to verify that
pharmaceuti cal usage issues are the inportant. Before this study,
there were indications that this was not perceived to be the case.
Once established as a priority, as it has been here, the potential
for continued savings and corporate cultural change is clear. The
degree of interest and the willingness to change practice behavior
coul d be an epi phany of things to cone.

The only issue is adequate resourcing. The study happily
evol ved into nmuch nore than was originally intended. Provider
profiling and responding to the demand for both clinical
information as well as cost-conparative data is truly a task best
suited for a clinical pharmacist with a post-graduate degree and

versatile know edge in statistics and conparative anal ysis.
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Despite the researcher’s relative novice |evel of skill,

W despread positive cooperation was prevalent. Despite the
researcher’s best efforts, many “targets of opportunity” were | ost
due to tine. Additionally, the tinme lag for this programtoo
truly realize its potential is 1-2 years. This is due to the
conpl ete revol utionary change necessary in the areas of corporate
culture as well as organic support for a fully functioning
proponency. Moreover, the opportunities for further research, as
a function of this effort, are abundant. Oher than continuing
the project as it stands, the project could be expanded to those
areas that were excluded in this effort.

On the note of expanding the project, a graphic depiction of
the programi s paraneters as they currently exist is illustrated in
Appendi x G (Program Effecti veness Mddel). Cearly with only
limted resources, efficacy was severely restricted. 1In fact, the
program general ly concentrated its efforts toward DPC and touched
other areas as tine permtted. As the program ascends fromthe
base upward and researches nore areas, nore savi ngs may be
achieved. As it stands currently, the program affected only about
one-half of the total pharmacy budget. As the level of effort and
resources that are allocated toward the programare limted, the
programis potential is determ ned by descending toward the base.

Decentralization did not occur beyond WACH proper and its closely
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attached Sol dier Famly Health Cinics (SFHCs). However, even if
the program affected all areas possible, it would never, under
current DoD policy, be capable of addressing the network
provi ders, which roughly constitute one-third of the entire
phar macy budget.

The program coul d al so be best served if there were nore
di sease-state studies which not only could neasure pharmaceuti cal
ef fectiveness, but they could also serve as starting point for an
entire new series of treatnment algorithnms. These algorithnms could

be used not only to standardize treatnent, but their devel opnent

86

could inprove the P&T process for formal drug adoption guidelines.
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Appendi x A
Noti onal Decentralized Budget
NOTIONAL DECENTRALIZED BUDGET FY 99 FY 99 FY 00
) Total Rxs  Total Cost MONTHLY PROJECTION Avg Cost PROJECTION
DOS
ANESTHESIOLOGY 157 $ 11,538.78 $ 1,153.88 $ 13,846.54 $ 7350 $ 15,785.05
GENERAL SURGERY 2200 $ 36,086.92 $ 360869 $ 4330430 $ 1640 $ 49,366.91
UROLOGY 1637 $ 74,822.68 $ 748227 $ 8978722 $ 4571 $ 102,357.43
OB/GYN 14754 $ 161,481.62 $ 16,148.16 $ 193,777.94 $ 10.94 $ 220,906.86
OPTHALMOLOGY CLINIC 2746 $ 43,619.13 $ 436191 $ 52,34296 $ 1588 $ 59,670.97
ORTHOPEDICS 1827 $ 11,757.45 $ 1,175.75 $ 14,10894 $ 644 $ 16,084.19
PODIATRY 817 $ 6,384.99 $ 63850 $ 766199 $ 782 $ 8,734.67
PHYSICAL THERAPY 53 $ 219.30 $ 2193 $ 263.16 $ 414 $ 300.00
ORAL SURGERY 100 $ 414261 $ 41426 $ 497113 $ 4143 $ 5,667.09
OTOLARYNGOLOGY 2533 $ 31,533.48 $ 3,153.35 $ 37,840.18 $ 1245 $ 43,137.80
Totals $ 381,586.96 $ 38,158.70 $ 457,904.35 $ 522,010.96
DPC

FAMILY PRACTICE 61696 $ 915,179.74 $ 91,517.97 $1,098,215.69 $ 1483 $1,251,965.88
DERMATOLOGY CLINIC 3813 $ 183,715.08 $ 18,371.51 $ 220,458.10 $ 48.18 $ 251,322.23
INTERNAL MEDICINE 41545 $1,064,860.09 $ 106,486.01 $1,277,832.11 $ 25.63 $1,456,728.60
PEDIATRICS 17925 $ 169,135.00 $ 16,913.50 $ 202,962.00 $ 944 $ 231,376.68
OPTOMETRY 438 $ 2,561.86 $ 256.19 $ 307423 $ 585 $ 3,504.62
TROOP MEDICAL CLINIC #1 9947 $ 125,910.31 $ 12,591.03 $ 151,092.37 $ 1266 $ 172,245.30
TROOP MEDICAL CLINIC #2 5367 $ 80,941.84 $ 8,094.18 $ 97,130.21 $ 15.08 $ 110,728.44
TROOP MEDICAL CLINIC #3 10565 $ 119,012.74 $ 11,901.27 $ 142,81529 $ 11.26 $ 162,809.43
Totals $2,661,316.66 $ 266,131.67 $3,193,579.99 $3,640,681.19
PREVENTIVE MEDICINE 4547 $ 113,647.88 $ 11,364.79 $ 136,377.46 $ 2499 $ 155,470.30
DIAGNOSTIC RADIOLOGY 79 $ 1,027.86 $ 102.79 $ 1,233.43 $ 13.01 $ 1,406.11
EMERGENCY MEDICINE 5347 $ 48,155.74 $ 481557 $ 57,786.89 $ 901 $ 65,877.05
BEHAVIORAL MEDICINE 6616 $ 262,880.96 $ 26,288.10 $ 315,457.15 $ 39.73 $ 359,621.15
DIAGNOSTIC RADIOLOGY 79 $ 1,027.86 $ 102.79 $ 1,233.43 $ 1301 $ 1,406.11
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Appendi x B

Sanpl e Letter to Service Chiefs

| have been circulating and briefing over the past 2 weeks of my notional
decentralized budget for Rx expenditures. To date | believe | have talked to most of the
departments and services about the overall plan and its intricacies. However, there are
several areas that have not yet received the "break down". Consequently, here is your
respective breakdown. | ask you to please share this information among your providers :

Total Rxs Total Cost MONTHLY PROJECTION ' Avg Cost PROJECTION

PEDIATRICS 17925 $ 169,135.00 $ 16,91350 $ 202,962.00 $ 9.44 $ 231,376.68

The last column is the decentralized budget as it applies to your service for the
entire FYO0O, the Fiscal Year we have just entered which spans 1 October 1999 through
September of 2000. My economic feedback to you each month will be monthly
progression balanced against the "Projection Figures". Additionally, | will be providing you
and your staff breakdown by provider (only the respective chiefs of each area will "see all
providers". However, in keeping with the initiative, each provider will be afforded the
opportunity to determine where they reside with regard to other providers within the same
service. They will not know names of the other providers, but will be able to get a non-
attributional look at the department/service picture. Additionally, no service will see
another service's cost awareness data. This feedback is strictly for each service for cost
awareness and information.

I am currently working on several areas for pharmaceutical information with regard
to both general topics and topics specific to each service. The format for this will be
newsletters and/or TDY speakers. Please feel free to give me any areas with regard to
drug choice you or your providers may be interested in. | will do my best to give you what
you ask for.

Lastly, | want to extend my appreciation for you cooperative value-added attitudes
and genuine interest or at least tolerance. | look forward to working with you over the next
several months on what | consider to be an exciting field of study.

Thank you,

CPT Heath
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Appendi x C

Cct ober Conpari sons

Oct-98

AAAA INTERNAL MEDICINE

ABAA GENERAL SURGERY

ABFA ORAL SURGERY

ABKA UROLOGY

ACAA GYNECOLOGY

ACBA OBSTETRICS

ACBB LABOR & DELIVERY

ADAA PEDIATRICS

AEAA ORTHOPEDICS

AFAA PSYCHIATRICS

AGAA FAMILY PRACTICE MEDICINE
AGDA FAMILY PRACTICE PEDIATRICS
BAAA INTERNAL MEDICINE CLINIC
BAPA DERMATOLOGY CLINIC

BBAA GENERAL SURGERY CLINIC
BBDA OPTHALMOLOGY CLINIC

BBFA OTOLARYNGOLOGY CLINIC
BBIA UROLOGY CLINIC

BCBA GYNECOLOGY CLINIC

BCBB WELL WOMEN CLINIC GYN (WAC
BCCA OBSTETRICS CLINIC

BDAA PEDIATRICS CLINIC

BEAA ORTHOPEDICS CLINIC

BEFA PODIATRY CLINIC

BFAA PSYCHIATRIC CLINIC

BFDA MENTAL HEALTH CLINIC

BGAA FAMILY PRACTICE CLINIC
BHAE TROOP MEDICAL CL #1

BHAF TROOP MEDICAL CLINIC #2
BHAG TROOP MEDICAL CLINIC #3
BHBA MEDICAL EXAMINATION CLINIC
BHCA OPTOMETRY CLINIC

BHFA COMMUNITY HEALTH CLINIC
BHGA OCCUPATIONAL HEALTH CLINIC
BIAA EMERGENCY MEDICAL CLINIC
BLAA PHYSICAL THERAPY

FBBA PREVENTIVE MEDICINE

TOTALS

FYO00
Projection

R e A R AR A e R - s R e e e R A e A AR L

*

1,290.27
71.68
9.24
33.48
2,079.73
209.91
108.05
104.66
50.96
991.44
1,589.49
5151
99,346.51
18,974.50
4,040.60
5,856.45
3,353.89
13,248.54
4,468.97
1,055.98
7,843.50
18,544.16
1,308.00
884.32
23,701.77
1,882.08
71,157.44
10,490.54
10,795.64
13,685.09
1,213.19
66.59
335.67
5,471.70
5,391.16
31.62
2,936.90

332,675.24

Oct-99
Avg Cost TOT Cost AVG Cost
$ 2187 |$ 133391 $ 19.62
$ 3.77 | $ 12084 $ 6.71
$ 463 | 3910 $ 434
$ 3348 | $ 450 $ 450
$ 1650 | $ 1,0163 $ 8.22
$ 724 | $ 115417 $ 477
$ 277 | $ 6428 $ 222
$ 523 | $ 11919 $ 7.45
$ 340 | $ 9483 $ 6.32
$ 19.07 | $ 27310 $ 881
$ 30.00 | $ 32201 $ 870
$ 8.58 | $ 1339 $ 3.35
$ 2783 | $ 10494125 $ 28.24
$ 5750 [ $ 7559026 $ 22.19
$ 1585 |% 329593 $ 19.39
$ 1824 |$ 3,00811 $ 15.59
$ 1720 | $ 4,08246 $ 17.91
$ 7839 |$ 489452 $ 34.96
$ 1926 |$ 278781 $ 24.24
$ 8.00 | $ 23822 $ 1254
$ 852 |$ 1493253 $ 17.05
$ 10.27 | $ 22,840.00 $ 12.04
$ 8.49 | $ 86538 $ 6.23
$ 10.28 | $ 49549 $  6.19
$ 50.75 | $ 27,83412 $ 45.11
$ 4092 |$ 207170 $ 27.26
$ 1468 | $ 7769734 $ 17.34
$ 1416 | $ 11,82229 $ 13.19
$ 1861 |%$ 785783 $ 16.10
$ 1415|% 8199.15 $ 12.91
$ 1498 | $ 9548 $ 19.10
$ 556 | $ 156.16 $ 7.81
$ 250 | $ 2860 $ 0.77
$ 88.25|$ 517339 $ 41.72
$ 1061 |$ 388783 $ 8.86
$ 527 | $ 450 $ 225
$ 1972 |$ 224562 $ 5.14
$ 19.35 | $ 321,686.92 $ 19.18

93

TOT Cost
% Change
-3%
-69%
-323%
87%
47%
-450%
41%
-14%
-86%
72%
80%
74%
-6%
60%
18%
49%
-22%
63%
38%
7%
-90%
-23%
34%
44%
-17%
-10%
-9%
-13%
27%
40%
92%
-135%
91%
5%
28%
86%
24%

3%
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Appendi x D

Novenber Conpari sons

Nov-98

AAAA INTERNAL MEDICINE

ABAA GENERAL SURGERY

ABFA ORAL SURGERY

ABKA UROLOGY

ACAA GYNECOLOGY

ACBA OBSTETRICS

ACBB LABOR & DELIVERY

ADAA PEDIATRICS

AEAA ORTHOPEDICS

AFAA PSYCHIATRICS

AGAA FAMILY PRACTICE MEDICINE
AGDA FAMILY PRACTICE PEDIATRICS
BAAA INTERNAL MEDICINE CLINIC
BAPA DERMATOLOGY CLINIC

BBAA GENERAL SURGERY CLINIC
BBDA OPTHALMOLOGY CLINIC

BBFA OTOLARYNGOLOGY CLINIC
BBIA UROLOGY CLINIC

BCBA GYNECOLOGY CLINIC

BCBB WELL WOMEN CLINIC GYN (WAC
BCCA OBSTETRICS CLINIC

BDAA PEDIATRICS CLINIC

BEAA ORTHOPEDICS CLINIC

BEFA PODIATRY CLINIC

BFAA PSYCHIATRIC CLINIC

BFDA MENTAL HEALTH CLINIC

BGAA FAMILY PRACTICE CLINIC
BHAE TROOP MEDICAL CL #1

BHAF TROOP MEDICAL CLINIC #2
BHAG TROOP MEDICAL CLINIC #3
BHBA MEDICAL EXAMINATION CLINIC
BHCA OPTOMETRY CLINIC

BHFA COMMUNITY HEALTH CLINIC
BHGA OCCUPATIONAL HEALTH CLINIC
BIAA EMERGENCY MEDICAL CLINIC
FBBA PREVENTIVE MEDICINE

TOTALS

FY00
Projection

2,290.14
65.05
27.50
43.93
2,120.98
375.10
117.45
460.47
20.71
866.97
443.94
89.90
101,011.31
10,057.59
5,266.33
5,677.13
3,629.41
21,786.32
7,253.52
1,358.22
8,103.38
12,707.61
1,262.83
989.52
22,072.63
2,444.93
86,187.13
13,015.64
9,413.40
12,599.71
659.87
134.53
208.87
315.39
4,912.93
39.06

PP PR RPN RLHPR L

$338,029.39

AVG Rx
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@

23.13
5.42
6.88

14.64

17.39
6.47
3.67

11.81
4.14

24.77

17.76
9.99

26.72

29.94

23.51

21.92

15.38

168.89

26.96
8.18
9.67
8.31
8.48

12.53

46.27

48.90

18.10

15.91

18.39

13.56

12.22
5.17
1.59
4.10
9.91
0.21

19.92

Nov-99

TOT Cost
TOTAL COST AVG RX % Change
$ 196336 $ 27.27 14%
$ 390.01 $ 20.53 -500%
$ 2844 $ 3.56 -3%
$ 149.71 $ 29.94 -241%
$ 148092 $ 10.01 30%
$ 141993 $ 3.84 -279%
$ 16042 $ 3.91 -37%
$ 5352 $ 5.35 88%
$ 1000 $ 250 52%
$ 30042 $ 18.78 65%
$ 80129 $ 10.54 -80%
$ 80.71 $ 5.77 10%
$112,953.05 $ 28.79 -12%
$ 8,051.82 $ 2275 20%
$ 218123 $ 16.52 59%
$ 412647 $ 16.77 27%
$ 261298 $ 11.17 28%
$ 9,15336 $ 53.22 58%
$ 262942 $ 21.04 64%
$ 20859 $ 13.04 85%
$ 8,069.87 $ 16.24 0%
$ 15,863.26  #DIV/0! -25%
$ 154280 $ 8.21 -22%
$ 662.90 $ 21.38 33%
$ 22,413.70 $ 30.45 -2%
$ 247227 $ 41.90 -1%
$ 8191154 $ 16.68 5%
$ 14,716.83 $ 12.86 -13%
$ 10,29497 $ 17.13 -9%
$ 12,032.00 $ 12.92 5%
$ 3250 $ 6.50 95%
$ 12419 $ 8.28 8%
$ 5320 $ 1.24 75%
$ 762972 $ 35.99 -2319%
$ 308784 $ 7.35 37%
$ 40130 $ 33.44 -927%
$330,064.54 $ 18.63 2%
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Appendi x E

Decenber Conpari sons

Dec-98

AAAA INTERNAL MEDICINE

ABAA GENERAL SURGERY

ABFA ORAL SURGERY

ABKA UROLOGY

ACAA GYNECOLOGY

ACBA OBSTETRICS

ACBB LABOR & DELIVERY

ADAA PEDIATRICS

AEAA ORTHOPEDICS

AFAA PSYCHIATRICS

AGAA FAMILY PRACTICE MEDICINE
AGDA FAMILY PRACTICE PEDIATRICS
BAAA INTERNAL MEDICINE CLINIC
BAPA DERMATOLOGY CLINIC

BBAA GENERAL SURGERY CLINIC
BBDA OPTHALMOLOGY CLINIC
BBFA OTOLARYNGOLOGY CLINIC
BBIA UROLOGY CLINIC

BCBA GYNECOLOGY CLINIC

BCBB WELL WOMEN CLINIC (WACH)
BCCA OBSTETRICS CLINIC

BDAA PEDIATRICS CLINIC

BEAA ORTHOPEDICS CLINIC

BEFA PODIATRY CLINIC

BFAA PSYCHIATRIC CLINIC

BFDA MENTAL HEALTH CLINIC
BGAA FAMILY PRACTICE CLINIC
BHAE TROOP MEDICAL CL #1

BHAF TROOP MEDICAL CLINIC #2
BHAG TROOP MEDICAL CLINIC #3
BHBA MEDICAL EXAMINATION CLINIC
BHCA OPTOMETRY CLINIC

BHFA COMMUNITY HEALTH CLINIC
BHGA OCCUPATIONAL HEALTH CLINIC
BIAA EMERGENCY MEDICAL CLINIC
BLAA PHYSICAL THERAPY

FBBA PREVENTIVE MEDICINE

TOTALS

Econom ¢ Feedback on Providers

FY0O0
Projection
1,910.54
193.37
960.09
13.54
1,248.00
320.27

173.77
9.30
1,009.26
730.65
0.74
107,424.92
19,149.17
3,287.81
5,347.81
4,408.61
4,867.71
7,233.70
1,827.33
9,584.17
15,362.17
1,249.03
690.06
29,456.56
1,983.01
99,417.17
13,742.28
8,655.15
12,636.24
762.77
164.52
195.25
6,714.31
7,473.08
33.48
3,980.80

R e R - e B R A A R A e R A AR e A A R AR

$ 372,216.65

Avg Cost
23.01
4.20
45.72
451
11.67
6.04
19.84
5.99
3.10
27.28
18.74
0.74
28.15
55.82
16.60
18.64
18.92
34.04
24.35
10.27
8.88
8.73
7.96
8.52
61.75
3741
17.89
15.30
15.19
17.36
15.90
5.48
2.08
$119.90
$ 14.57
$ 558
$ 19.80

PR DPDPRPAR DR PR AR OBDPREDPRP R ODPHHHHH P

$ 20.46

95
Dec-99

TOT Cost
TOT Cost AVG Cost % Change
$ 1,178.25 $ 19.00 38%
$ 109.65 $ 4.77 43%
$ 550 $ 275 99%
$ - $ - 100%
$ 2,670.33 $ 16.48 -114%
$ 1,20252 $ 4.9 -275%
$ 12799 $ 9.14 0%
$ 5824 $ 5.29 66%
$ 9755 $ 8.13 -949%
$ 221.02 $ 15.79 78%
$ 543.07 $ 13.25 26%
$ 18.18 $ 9.09 -2344%
$ 86,155.42 $ 24.70 20%
$ 8,365.46 $ 23.43 56%
$ 2,727.79 $ 17.05 17%
$ 2,775.81 $ 15.34 48%
$ 3,246.48 $ 13.70 26%
$ 542581 $ 31.55 -11%
$ 219241 $ 17.68 70%
$ 122.04 $ 20.34 93%
$ 6,841.73 $ 10.45 29%
$ 17,297.31 $ 9.32 -13%
$ 1,619.08 $ 10.38 -30%
$ 39480 $ 9.18 43%
$ 21,29094 $ 31.73 28%
$ 2,339.76 $ 30.00 -18%
$ 71,176.95 $ 13.92 28%
$ 10,330.64 $ 14.29 25%
$ 9,132.35 $ 17.13 -6%
$ 9,749.42 $ 1271 23%
$ 87.60 $ 43.80 89%
$ 15382 $ 8.10 7%
$ 4777 $ 154 76%
$ 257486 $ 20.93 62%
$ 4,689.09 $ 7.96 37%
$ 2160 $ 270 35%
$ 1,355.02 $ 2.69 66%
$276,346.26 $ 16.05 26%
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Appendi x F

January Conpari sons

Jan-99

AAAA INTERNAL MEDICINE

ABAA GENERAL SURGERY

ABFA ORAL SURGERY

ABKA UROLOGY

ACAA GYNECOLOGY

ACBA OBSTETRICS

ACBB LABOR & DELIVERY

ADAA PEDIATRICS

AEAA ORTHOPEDICS

AFAA PSYCHIATRICS

AGAA FAMILY PRACTICE MEDICINE
AGDA FAMILY PRACTICE PEDIATRICS
BAAA INTERNAL MEDICINE CLINIC
BAPA DERMATOLOGY CLINIC

BBAA GENERAL SURGERY CLINIC
BBDA OPTHALMOLOGY CLINIC
BBFA OTOLARYNGOLOGY CLINIC
BBIA UROLOGY CLINIC

BCBA GYNECOLOGY CLINIC

BCBB WELL WOMEN CLINIC (WACH)
BCCA OBSTETRICS CLINIC

BDAA PEDIATRICS CLINIC

BEAA ORTHOPEDICS CLINIC

BEFA PODIATRY CLINIC

BFAA PSYCHIATRIC CLINIC

BFDA MENTAL HEALTH CLINIC
BGAA FAMILY PRACTICE CLINIC
BHAE TROOP MEDICAL CL #1

BHAF TROOP MEDICAL CLINIC #2
BHAG TROOP MEDICAL CLINIC #3
BHBA MEDICAL EXAMINATION CLINIC
BHCA OPTOMETRY CLINIC

BHFA COMMUNITY HEALTH CLINIC
BHGA OCCUPATIONAL HEALTH CLINIC
BIAA EMERGENCY MEDICAL CLINIC
BLAA PHYSICAL THERAPY

FBBA PREVENTIVE MEDICINE

TOTALS

Econoni ¢ Feedback on Providers 96
Jan-00

FYO0O0 TOT Cost
Projection Avg Cost  |TOT Cost AVG Cost % Change
$ 250030 % 3425 | $ 1,71799 $ 14.68 31%
$ 17265 $ 575 | % 37.30 $ 4.66 78%
$ - $ - $ - $ - 0%
$ - $ - $ - $ - 0%
$ 117426 $ 877 |% 2,049.85 $ 12.20 -75%
$ 1656 $ 151 (% 1,761.52 $ 6.29 -10540%
$ - $ - $ 46.00 $ 4.60 0%
$ 7479 $ 394 | % 102.09 $ 6.38 -37%
$ 4953 $ 550 | $ 1830 $ 3.05 63%
$ 101961 $ 19.24 | $ 346.17 $ 15.74 66%
$ 505.82 $ 1631 |$ 1,220.83 $ 14.71 -141%
$ 371 $ 371 | $ 959 $ 3.20 -159%
$ 93,380.88 % 2473 |$ 98,254.84 $ 25.45 -5%
$ 17,00052 % 5414 | $ 9,495.64 $ 21.98 44%
$ 339959 $ 1472 | $ 2,785.97 $ 14.07 18%
$ 370594 $ 13.73|$ 2,969.94 $ 17.89 20%
$ 3,05593 $ 1274 |$ 6,345.35 $ 28.08 -108%
$ 289972 $ 2265|% 500892 $ 32.95 -73%
$ 364778 $ 1636 |$ 2,286.42 $ 21.37 37%
$ 141299 $ 8.46 | $ 76.04 $ 10.86 95%
$ 855436 $ 888 (% 10,151.21 $ 15.22 -19%
$ 18,307.67 $ 1113 ($ 28,056.94 $ 12.61 -53%
$ 108469 $ 774 1% 101123 $ 4.84 7%
$ 565.69 $ 6.66 | $ 385.15 $ 5.20 32%
$ 25,42596 $ 7224 |$ 21,84431 $ 29.72 14%
$ 164723 $ 2995 | $ 3,64257 $ 37.55 -121%
$ 86,686.13 $ 16.20 | $ 64,692.12 $ 13.71 25%
$ 13,99534 $ 12.00 | $ 14,784.43 $ 15.45 -6%
$ 549963 $ 1285 |$ 9,769.35 $ 15.63 -78%
$ 16,15959 $ 1768 |$ 10,307.34 $ 10.70 36%
$ 87132 $ 1245 | $ - $ - 100%
$ 206.66 $ 6.46 | $ 30286 $ 8.19 -47%
$ 196.14 $ 2311 % 5333 $ 1.24 73%
$ 583301 $ 9722 |$ 266925 $ 17.33 54%
$ 418910 $ 692 |$% 481575 $ 7.11 -15%
$ 3432 % 429 | $ 1350 $ 2.70 61%
$ 260467 $ 1302 |$ 1,960.01 $ 3.53 25%
$ 325,882.10 $ 1755 | $ 308,992.11 $ 16.64 5%
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Appendi x G

Program Ef f ecti veness Model

CHAMPUS/ SUPPLEMTARY CARE
CONTI NENTAL WACH
TUTTLE ARMY HEALTH CLIN C

CONTI NENTAL WACH
TUTTLE ARMY HEALTH CLINI C

CONTI NENTAL WACH

PRI MARY CARE
UROL OGY

VAXI VUM UROL OGY 'E’gg\ml c

PROGRAM DERVATOL OGY o Ny

EFFI CACY OPHTHAL OVOGY




